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A Banker’s Diary 


Mid-January—Mid-February 


Money has on the whole been comfortable, but at times 
rates have had a tendency to stiffen. Partly this is 

due to revenue collection, but the banks 
a Seer have also not been keen buyers of bills, 
_ so that at times bill-brokers have had to 
take up and pay for the week’s issue of Treasury bills 
themselves. On February 1, the payment of the final 
call, amounting to {120 millions on the 3 per cent. 
Conversion Loan and the redemption of {£128 millions 
of 1933 35 Treasury bonds involved a big turnover 
of funds into and out of the Exchequer. The call 
was paid aun promptly, but a few days’ delay 
naturally occurred before all the redemption cheques 
were presented and cleared, and during the intervening 
period about £30 millions of money remained drawn oft 
the market and lodged in Public Deposits at the Bank 
of England. Money was naturally in relatively short 
supply during these few days, and a fair amount had 
to be borrowed from the clearing mech. The influx of 
revenue has as usual permitted of a steady reduction in 
the volume of Treasury bills, and, with no other outlet 
for funds, discount rates have fallen until at the end of 
January “hot ’ Treasury bills were quoted at only just 


over 2 per cent. against 14 per cent. at the New Year. 
During the following week. however, the rate hardened 
to ~g per cent. in sympathy with the firmer tendency 


of money, the lack of demand from the clearing banks, 
and a small amount of selling in the open market by 
the Bank of England. This last operation may have 
been undertaken in order to offset the sales of Treasury 
bills by the Exchange Equalization Account in indirect 
exchange for the devisen purchased by it in its attempt to 
regulate the appreciation of the pound. 
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THE main event since the New Year has been the 
appreciation of sterling from $3-32 to $3-44 against 
. New York, and from Frs. 85 to Frs. 88 
bt = mea against Paris. To some extent this was 
Xenanges 4 seasonal movement, but uncertainties 
abroad have stimulated a steady flow of funds to London, 
which has also been intensified by the premium upon 
forward sterling which has existed during recent weeks. 
In order to regulate the upward movement of the pound, 
frequent intervention by the control has been thought 
advisable, and reference should be made to an article 
upon another page, in which the operations of the 
Exchange Equalization Account are discussed. This 
article also explains the motives behind the Bank of 
England’s recent gold purchases. At the end of January, 
the Danish Government deliberately allowed the kroner 
to depreciate from Kr. 19°30 to Kr. 22-50, where it 
has been pegged. This change in policy was made in 
order to assist agrarian and exporting interests, and was a 
concession made to facilitate the passage of a Labour 
Bill designed to prohibit strikes and lock-outs for the 
space of a year. 


ONE by one the Empire exchanges seem to be giving 
way to the pressure of low prices and bad trade, for 
following the big reduction in the values 
The of the South African and New Zealand 
Canadian pounds against sterling, the Canadian 
Exchange exchange on London has depreciated since 
the New Year from $3-78 to $4-12. Con- 
siderable political pressure has of late months been brought 
to bear upon the Canadian Government by Western 
farmers and other producing interests in favour of a more 
inflationary monetary policy, and while the Government 
has let it be known that they desired to avoid any change 
of policy until after the World Economic Conference, 
apparently the development during January of seasonal 
weakness in the dollar shook confidence and caused 
heavy sales of Canadian dollars. Intervention in support 
of the rate quickly became noticeable, which suggested 
that the Government were not prepared to allow their 
hand to be forced, but even so it proved impossible to 
check a heavy fall in the rate. The decision before the 
T 
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Government is clearly not an easy one, for while it 
would—at least temporarily—be in the interests of 
Canadian producers to let the rate go, they have to 
reflect that each successive depreciation of the exchange 
adds to the already heavy burden of Canadian indebted- 
ness to the United States. Furthermore, it increases 
the area and intensity of existing exchange instability. 


JANUARY witnessed a slight contraction in clearing bank 
deposits from £1,983-1 to £1,982-8 millions. This was 
the first decrease since February, 1932. 
January Published reserves, however, have risen 
“ee from {51-1 to £51-5 millions, as the result 
of the re-transfer of £500,000 from internal 
funds made by Lloyds Banks. As internal 
funds are included under the general heading of deposits, 
the decrease in the latter is thus explained. Among 
assets, there is an increase in cash from {206-5 to {214-0 
millions, and a further decline in advances from {773-4 
to {764-0 millions. Apparently this year little borrowing 
by income-tax payers is taking place. Investments are 
practically unchanged, but discounts have risen from 
£407°9 to {431-2 millions. The ratio of advances to 
deposits has fallen to the low figure of 38-5 per cent. 


Imports for January, 1933, were £54:1 millions, against 
£60-0 millions in December and {62-1 millions in 
January last year. Re-exports were {4-2 

January millions, against {4-1 millions in December 

Overseas “17: . 

Trade and £5-2 millions in January last year, but 

to obtain a fair comparison it is advisable 

to add to both imports and re-exports the value of tran- 
shipments under bond, returned at {2-2 millions for 
January, 1933, and {1-3 millions for the preceding 
January. If this addition be made, it becomes clear that 
there has been no falling off in our entrepdt trade since 
a year ago, but that owing to the imposition of the tariff 
there has been an increase in the value of goods tran- 
shipped under bond. Exports of British goods were 
valued at {29-2 millions in January, 1933, against {32-4 
millions in December and {31-1 millions in January last 
year. Comparing the two January returns, there has 
been some improvement in exports of cotton, woollen 
and linen piece-goods, and big improvement in exports 


Averages 
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of motor-cars. Those of iron and steel, machinery, 
locomotives and boots and shoes are disappointing. 


In his opening statement made when introducing the 
South African Currency Bill, Mr. Havenga, the Minister 
of Finance, declared that the policy of the 
South African Government was to maintain South African 
Currency currency on as close a basis with sterling 
Policy as circumstances might allow. It would 
not be the policy of the Government to 
follow sterling wherever it went. In particular, he added, 
should there arise a further serious depreciation in 
sterling, the Government did not intend to commit the 
Dominion to follow it, but intended to leave the question 
open for reconsideration in the light of the circum- 
stances. In other words, the Government held that the 
depreciation of the South African pound had to be kept 
within limits, and that, at present, the level of sterling 
provided the most convenient and practical halting 
point. The Bill itself empowers the Government to 
frame regulations regarding any matter directly or 
indirectly connected with currency, banking or exchange, 
and also entrusts the control of the exchange to the 
Reserve Bank, which will operate by means of a special 
account, profits and losses on which are to be charged 
against the Consolidated Reserve Fund. 


A PRIVATE Member’s Bill has been introduced into the 
House of Commons to regulate the employment of bank 
officers. Its main purpose is to provide 

The that no bank officer shall be upon banking 
Protection of premises during banking hours unless 
Bank Officersaccompanied by at least one other person, 
who may be either a second officer or a 

watchman or guard. The Bill further provides that any 
servant of a bank engaged in carrying cash or currency 
outside the premises of the bank shall be accompanied 
by at least one other person. The object of the Bill is 
one which will command the widest sympathy, for it is 
designed to protect bank officers, while working single- 
handed, from armed attacks which in the past have on 
several occasions ended in murder. At the same time, 
the banks are well aware of the need for suitable pre- 
cautions, even though for obvious reasons they do not 

z3 
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divulge their exact nature. It is doubtful if it would 
be wise to hamper them with definite legislation, enforce- 
able under penalty; but in any case, like other private 
members Bills, this measure only possesses a remote 
chance of reaching the statute book. 


In the article reviewing the British bank balance-sheets 

for December 31, 1932, the discounts of Westminster 

Bank, Ltd., were erroneously given as 

a ea {16-9 millions. The correct figure is 66-9 

Pol aa millions, which compares with {34:2 

millions for the end of 1931. We desire 

to express our regrets to Westminster Bank, Ltd., for 
any inconvenience caused by this error. 





A Forward Financial Policy 


URING the last few months international questions 
D have necessarily occupied the attention of the 

financial world, and, indeed, recent world events 
have only served to drive home the lesson that no country 
can win back to prosperity by itself while the remainder 
of the world remains depressed. On the nature of the 
major world problems awaiting settlement there is, in 
fact, general agreement in this country, as the recent 
speeches of the bank chairmen, summarized upon another 
page, only too clearly show. War debts, tariffs, trade 
restrictions, gold and currency, prices and production, 
these are the matters urgently demanding solution to-day, 
and it is only to be hoped that the coming World Econo- 
mic Conference will attain at least a partial measure of 
that rare success reached last year at Lausanne. 

In the meantime, we can detect in our own domestic 
financial policy certain evidence of inertia and even 
drift. In saying this we do not in the least minimize the 
achievements of the past eighteen months. To have 
balanced the budget, to have reduced the adverse trade 
balance, and to have carried through the largest conver- 
sion operation in our history are by themselves no mean 
record for a period of less than two years, and it is safe to 
say that no other country has as much to its credit. 
Yet even these magnificent results are by themselves not 
sufficient, and we, in common with most thoughtful 
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people in the country, are eagerly watching both West- 
minster and the City for the next step. 

So far as can be told from recent utterances by Mr. 
Neville Chamberlain and other Ministers, the Government 
policy is to keep the budget balanced at all costs, to keep 
money cheap and plentiful in the hope that such a 
policy will stimulate an improvement in trade, and to 
defer any decisions as to our future permanent monetary 
policy until outstanding world problems are on their 
way to settlement. Up to a point, this is a perfectly 
intelligible policy, and, indeed, it is the policy thrust 
upon the Government by their election pledges and 
subsequent circumstances. Yet it is of a largely negative 
and passive character, and we question very much if 
something more positive is not needed to-day. 

Take first the whole question of economy and the 
budget. In 1931 there was not the smallest doubt what 
was the proper course of action. The budget was out of 
balance, we had just been thrust off gold by a flight of 
money from London, and we still had to forge a new 
anchor for sterling. At all costs it was necessary to 
restore stability and confidence, and the Government and 
its supporters rightly sought from the electors a mandate 
for sound finance and for a policy of contraction. 

This mandate still remains, and it is one of the defects 
of a democratic system of government that Members of 
Parliament remain bound by their election pledges, even 
though circumstances may have entirely changed. And 
to-day it is becoming increasingly apparent that barren 
economy, if carried to excess, may defeat its own end. 
Recognition of this fact was first evident in the raising 
in the public Press last autumn of the issue of saving 
versus spending, and it is by now generally agreed that 
private saving unaccompanied by the productive invest- 
ment of the money saved is calculated to depress trade, 
force down prices and constrict the national income upon 
which, incidentally, the revenue of the country ultimately 
depends. Two months later, an article by Professor 
Clay in Lloyds Bank Review carried the issue closer to 
the domain of public finance, for this authority argued 
that while national economy remained essential, it might 
well be accompanied by Government capital expenditure 
of a productive and self-supporting character, calculated 
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to increase employment and add to the wealth and equip- 
ment of the country. This view has lately received 
unexpected support from a most influential quarter, 
for Mr. Beckett, in his annual address to Westminster 
Bank shareholders, pointed out that there was a danger 
lest a policy designed to meet an emergency might become 
a fixed principle, and gave a broad hint that schemes of 
development, put into cold storage through motives of 
economy, should now be put into operation, while money 
was cheap, always provided that they were productive 
in character and would involve no permanent charge 
upon the taxpayer or ratepayer. 

There is a wide difference between this trend of 
thought and the negative insistence upon economy still 
apparent in Mr. Chamberlain’s speeches, and so we 
seriously suggest that the Government should consider a 
more positive and forward financial policy. In saying 
this, we do not for one moment countenance wasteful or 
unproductive public expenditure, for we recognize to 
the full the crippling nature of the present burden of 
taxation and we also realize that each successive decline 
in the national income adds to the difficulties of the 
Chancellor’s task in keeping the budget balanced. Yet 
it is just because we wish to arrest this decline in the 
national income that we urge the Government to consider 
a more forward policy, and we suggest very seriously 
that one of the consequences of such a change of attitude 
by the Government might be to make the present scale 
of taxation more productive of revenue and to diminish 
the burden now thrust upon the national and local 
finances by the need to maintain the present huge number 
of unemployed workers. 

And so, too, with the official monetary policy. Under 
present conditions we agree that a prolonged period of 
cheap and plentiful money is essential, for only so can 
trade have a hope of reviving. Yet both here and in the 
United States past events have shown that abundant 
credit is by itself not enough. In the United States the 
Reserve Banks bought in six months $1,100 millions of 
Government Securities, all of which went to swell the 
basis of credit. The only result was that the member 
banks repaid their debts to the Reserve System and added 
to their own cash reserves. In this country, bankers’ 
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balances at the Bank of England have in recent weeks 
stood at the unusually high level of over £100 millions, 
and deposits at the clearing banks have expanded during 
the past year by over {200 millions. Yet bank advances 
have consistently declined, and the banks have had to 
bridge the gap by huge purchases of Treasury bills and 
Government securities. In both countries, in fact, the 
only consequence of an expansive monetary policy has so 
far been to add to bank liquidity. Wholesale prices have 
failed to respond and, indeed, in the United States have 
steadily fallen. 

The truth is that we are brought back to what is 
really a self-evident fact. Plentiful money by itself will 
not revive trade; it only does so when people begin to 
use it. Equally is it true to say that plentiful money 
cannot by itself raise prices, for prices only begin to rise 
when people begin to buy. It may be admitted that an 
expansive credit policy makes conditions which encourage 
people to borrow money and buy commodities, but the 
act of new borrowing and new buying has yet to begin. 
To recall an old problem, water has been provided, and 
the horse has been led to the water, but he still has to be 
induced to drink. 

These thoughts were obviously present in Mr. Beckett’s 
mind when he called attention to the failure of reflation 
and went on to utter his plea for a greater freedom of 
spending and for the withdrawal from cold storage of 
productive schemes of development. We, too, are 
brought back to asking for a more forward financial 
policy. The inception of productive development schemes 
would help greatly, for it would stimulate borrowing 
and spending all along the line of the ancillary industries. 
Another move, already some months overdue, is the 
final withdrawal of the ban upon new capital issues, for 
at the present moment there is money lying idle in the 
banks which at least might be given an opportunity of 
seeking employment in productive industry. In one 
particular field it is high time that the Government 
settled the road-railway controversy, if only because 
development is being held up in both fields of transport. 
Finally, the Government should make it clear that under 
no circumstances will they go back upon their policy of 
cheap money and a higher price-level. We say this 








194 THE BANKER 


because we have in mind the foreign pressure upon the 
Government to announce and carry through an early 
return to gold. The Government should state categoric- 
ally at once that first of all this country will only go back 
to gold if and when it chooses, and, secondly, that even 
if it does go back, there is not the smallest chance of the 
old parity being restored. This second point is perhaps 
the more important of the two. 

We come now to the banks’ share in a forward financial 
policy. It must be remembered that the banks in their 
day-to-day policy necessarily work for the moment and 
cannot take the long view. A big joint stock bank each 
day has regard to its resources and to the needs of its 
customers and buys Treasury bills or securities according 
to the size of its current surplus. In doing so, it is liable 
to lose sight of the general trend of its assets and also can 
hardly have regard to wider questions, such as the 
cumulative effects of its daily operations upon the total 
volume of British bank deposits. This in conjunction 
with the amount of idle money about—reference to 
which was made in the February issue of THE BANKER— 
may be an explanation of last year’s expansion in de- 
posits, which occurred almost in spite of the banks’ own 
desires, and which ended with their being saddled with 
an abnormally large proportion of relatively unremunera- 
tive assets. Looking backwards over the whole year, it 
might almost have paid the banks to have bought less 
Treasury bills. Such a policy might have kept down 
deposits subject to interest and would have certainly 
made bill rates more remunerative. 

The real question, however, is whether the banks have 
been sufficiently zealous in seeking out new ways of 
safely employing their funds at a profit both to them- 
selves and to the country. One fruitful possibility was 
hinted at this year by Mr. Beaumont Pease in his speech 
to Lloyds Bank shareholders, when he said that steps 
were being taken to form an organization for the purpose 
of granting medium-term loans of modest amounts to 
business houses, for the purpose, so the context of his 
speech implied, of financing industrial research. Such an 
idea should be prosecuted with the utmost vigour. 

Another possibility which was alluded to by the chair- 
man of the National Discount Company, was the bringing 
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back into use of the inland bill. Here the real difficulty 
is that of enabling small country firms to obtain a London 
acceptance to their paper, so that it can be discounted as 
a bank bill. The problem is not quite so simple as it 
looks, because many of these bills would be drawn by 
small firms for small amounts, and not against staple 
produce with a world-wide market, but against particular 
kinds of manufactured products which might or might 
not be generally saleable. Still, the British banking 
system covers the whole country, and every manufac- 
turer or trader is known to his own bank manager. If 
the London accepting houses could develop a network 
of knowledge and trust which enable them to grant 
acceptances all over the world, it is surely possible for 
British banks to develop a similar network in the country. 
It should also be possible to convince traders that it is 
both cheaper and safer for them to obtain their finance 
by means of the inland bill, which, with a London accept- 
ance, can now be discounted at less than I per cent., 
while the banks must realize that inland commercial 
bills, which, with the acceptance commission, would 
earn them practically 2 per cent., would be a good exchange 
for Treasury bills at ? per cent., and less. 

One final point deserves mention, and that is whether 
the banks have completely adjusted their minds to 
recognize the claims of the new industries now springing 
up in the country. Admittedly a new industry must be a 
speculative industry, which in its early days attracts 
others than genuine traders and manufacturers; and 
to a conservative banker cinemas, rayon, gramophones, 
and radio do not possess the same sound of safety and 
stability as the older industries of cotton, wool, coal, 
steel and engineering. Yet the recent record of these 
older industries has not been such as to suggest that under 
present conditions they are a safe banking proposition, 
and a progressive banker who met the needs of the newer 
industries to the full might well have fared better during 
the past ten years than his more conservative and rigid 
colleague. 

This, indeed, is the main lesson of to-day for both the 
Government and the City. It is that circumstances are 
rapidly changing every day, and financial policy must 
keep pace even at the risk of a charge of inconsistency. 
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This may sound an opportunist view to take, but no 
other attitude of mind to-day is possible. It is the nation 
which blends opportunism with caution and circumspec- 
tion in the correct proportion which will be the first to 
escape from the world’s present troubles, and it is with 
that thought in our minds that we call for a forward 
financial policy as opposed to the negative attitude of 


to-day. 


The Bankers’ Speeches 

NCE more the chairmen of the leading British 
() joint-stock banks have had a very wide and 

interesting field to cover in their annual addresses 
to their shareholders, and this was true, whether they 
were discussing the affairs of their own banks or those 
of the outside world. On one subject of importance alone 
did they adopt a very natural reticence, and this was on 
the question of the American debt. Clearly, to cite Mr. 
Beckett, the chairman of Westminster Bank, they felt 
that the subject was sub judice, and that silence would be 
most helpful at the present juncture. Even so, Mr. 


Goodenough expressed at Barclays Bank meeting what 
may be called a very fair and useful summary of the City 


view. 


The fulfilment of contracts is, and always has been, he said, the 
essence of British policy and practice; let us hope for the good of the 
world that such will always be the case. But I certainly believe that 
the City of London would regard it as an unreasonable suggestion that 
although it is clearly understood by all that there is to be a free and com- 
plete discussion upon the whole question of the payment of war debts 
and the consequences if they are paid, yet pending the discussion and 
pending a satisfactory settlement acceptable to all, the next instalment 
must be paid, and the next, and the next, no matter how long the dis- 
cussions may be prolonged. I do not think that would be reasonable or 
right. I have been in entire agreement with the policy of the Govern- 
ment in paying the instalment due on December 15 last, but, in the 
existing circumstances, I feel that the United States will realize that 
Great Britain should not pay any further instalment until the whole 
matter has been discussed and an agreement for a final settlement has 
been reached. 


After war debts came the question of tariffs, and here 


in view of our own change in fiscal policy and the urgent 
need for a general relaxation of trade restrictions, the 


THE BANKERS’ SPEECHES 197 


bank chairmen had much of interest to say. Naturally 
some minor differences of opinion were apparent, for 
while Mr. Beckett and Mr. Goodenough were inclined 
to regard our own tariff as a necessary and temporary 
evil, forced upon us by pressure of circumstances, Sir 
Harry Goschen at the National Provincial Bank meeting 
welcomed it as one of the factors which had enabled 
us to win back our lead in world trade. Yet all bankers 
were agreed upon the need for a general lowering of 
tariffs and removal of other trade barriers. Thus, Mr. 
amenens said :— 

no other course was open to us than to provide some 
measure of protection for our home market. I hope that the conditions 
under which that step has been taken will not be forgotten. When the 
new tariffs and the legislation authorizing them were approved, there 
was the additional justification that with so many other countries 
shutting out our exports Britain might have the means to negotiate, 
and possibly to compel, the lowering of the tariffs of those other coun- 
tries. This was made plain in the speech of the Chancellor of the 
Exchequer in introducing the necessary measure in the House of 
Commons. The British tariff is now an accomplished fact, but it is, in 
my view, of the first importance that it should be used primarily in the 
endeavour to obtain by agreement the lowering of tariff barriers all 
round. The erection of these obstructions to the passage of inter- 
national commerce is to no small extent responsible for the deepening 
of the world crisis. 


Mr. Goodenough’s views were expressed in the follow- 
ing three separate passages of his speech :— 


A great deal of improvement, in the way of economy in production, 
has been effected during the last few years, under the pressure of 
necessity, although much still remains to be done. Now that, following 
upon this personal effort, industry is to have the benefit of a certain 
amount of protection for a time, the outlook should be considerably 
brighter, especially if progress is made in the solution of the larger 
international problems which remain to be dealt with. Besides this, 
it should be borne in mind that the results of a tariff policy for this 
country should be a reduction of tariffs in other countries, and this 
should lead to greater freedom in trade. Tariffs should not take the 
place of individual self-help. 

Although Great Britain has been compelled under existing con- 
ditions to adopt a protectionist policy, at all events for the time being, 
it should be remembered that we remain a great creditor nation, and 
that normally, therefore, our markets should be open to the rest of the 
world. It follows that we must avoid the mistake which America, 
also now a great creditor nation, has made, and see to it that any tariffs 
which it is necessary to impose are so regulated that they present no 
obstacles to our debtors in the discharge of their liabilities, that is to 
say, our objective continually should be to aim at freer trade. 
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In the meantime, it seems clear that countries whose currencies are 
based on sterling may feel that they should be able to trade with a 
greater amount of freedom inter se, especially if they can meet each 
other’s need by modifications of tariffs to suit one another, and that it 
will be for those countries whose currencies are linked to gold to consider 
how their budgetary and other difficulties can be solved under their 


existing systems. 


Even Sir Harry Goschen realized the same need for 
freer world trade. 


When the American people and Congress can be cured of the exces- 
sive nationalism that makes them shut out other peoples’ goods with a 
prohibitive tariff, compete with other peoples’ shipping with vessels 
subsidized at the expense of the American taxpayer, and at the same 
time demand payment of debts which they make impossible for debtors 
to pay except in gold, a new day will have dawned for America, her 
debtors and her customers. If, at the forthcoming Conference, the 
nations of Europe will agree to renounce the same excessive nationalism, 
that makes them choke the channel of international trade and im- 
poverish themselves in the pursuit of economic self-sufficiency, then 
the world may be blessed with a revival of hope and confidence. Such 
a revival would soon produce that rise in wholesale prices that is 
essential to the solvency of debtors and debtor countries, and the 
release of hoarded money from its hiding places would show that there 
is more than enough money available to finance any trade that is 


likely. 


The bank chairmen spoke of the home industrial 
outlook in tones of the most restrained optimism, but 
they were all agreed upon the need for straining every 
nerve to improve the efficiency of industry. In particular 
they alluded to the need for intensive scientific research, 
and Mr. Beaumont Pease, the chairman of Lloyds Bank, 
felt justified in announcing that constructive steps for 
the financing of research were actually being taken. 

Some of our industries, he said, provide notable examples of what 
can be done in this way, but facilities for industrial research are open 
to all, and there are numerous Government establishments, trade 
research organizations, as well as University institutions, to which an 
industrial firm may turn for help in the solution of its problems. If it 
is argued that this involves expense and that the necessary finance is 
not available, except for the larger and richer firms, I agree that some 
organization for providing finance for intermediate loans of modest 
amounts, and for comparatively short periods, which would fill the gap 
between ordinary banking loans and those of a longer duration and for 
larger sums, would be a desirable addition to our financial machinery. 
Steps for the formation of such an organization should be, and, I may 
say, are being, taken. 


We look forward with great interest to further details 
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of this project, and we hope that it will be practicable to 
launch it at an early date. 

As usual, the chairmen of the Lancashire banks had 
much of interest to say regarding the industries in their 
area. On the whole, Mr. Paton, of Martins Bank, and 
Mr. Dewhurst, of Williams Deacon’s Bank, spoke more 
hopefully of the cotton industry than Sir Christopher 
Needham, of the District Bank, but all welcomed the 
recent labour settlements in the industry. Mr. Paton 
said :— 

A better spirit has prevailed lately between employers and opera- 
tives, and the outlook for the cotton trade generally has been improved 
by the recent settlements in the spinning and weaving sections. It is 
gratifying to know that there is a prospect of freedom from trade 
disputes for some time to come. 

The Indian boycott has subsided, and more interest is being shown 
in British goods, exports of which not only to India but also to China, 
the Argentine and British Dominions, have been gradually increasing. 
Japanese competition is, however, severe, and currency restrictions in 
many countries have been harmful to exporters. 

Intense competition in the home market has made it difficult to 
earn profits, but changes are taking place in Lancashire which, if 
pursued with determination, should place the industry on a more stable 
and remunerative basis. 


Mr. Dewhurst took much the same view :— 


The year under review has been one of extreme difficulty for those 
engaged in the heavy industries of the country. Currency restrictions, 
higher tariffs, quotas, etc., have all acted as a drag on an export trade 
already reduced through the low purchasing capacity of our customers. 
It is therefore satisfactory to note a certain measure of improvement 
in the cotton trade. 

Compared with 1931, our exports of yarn and piece-goods to the 
East, in spite of increased Japanese competition, have shown a definite 
increase, and though the prices accepted show little, if any, margin of 
profit to the producer, a higher percentage of machinery has been run 
than was the case last year. Boycott of British goods in India has 
definitely relaxed, though the effect of the imposition since September 1 
last of the additional import duty on cotton piece-goods of non-British 
origin has been largely offset by the heavy depreciation in the Japanese 
yen. 

During the year the scheme of the Joint Committee of Cotton Trade 
Organizations for immobilizing surplus plant unfortunately failed to 
obtain the necessary support, but individual action in this direction 
has been taken to a considerable extent. 


On the other hand, Sir Christopher Needham de- 
scribed 1932 as a year of disappointment and difficulty, 
and while disposed to welcome the new labour agree- 
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ments as of ultimate benefit, pleaded for greater co- 
operation within the industry :— 


In my opinion, he declared, even more important are the arrange- 
ments that have been secured, after long controversy, for the working 
of the ‘‘ more looms to a weaver ’”’ problem, and the establishment of 
conciliation boards for reviewing the problems of the industry in their 
labour aspects. Such arrangements are important not only from the 
point of view of securing more harmonious conditions in certain sections 
of the industry, but as implying a recognition of its essential unity 
and the need for co-operative action. 

During the latter part of 1932 the intensity of Japanese competition 
in textiles increased to a very serious extent, a competition which has 
been accentuated by the continuous fall in the value of the yen; and 
the progressive increase of indigenous textile industries which has been 
one of the most significant features of the post-war world economy falls 
with peculiar force on Lancashire. 

While I recognize the intensity of such competition in certain 
textiles is to a considerable extent consequent on a standard of life 
and a general level of wages and industrial conditions with which it is 
difficult for us to compete, I venture to suggest that co-operation 
between all sections of the industry is now more urgently needed than 
at any time, and that it is of paramount importance to utilize the most 
approved methods of production and marketing. However well 
suited the structure of the industry was to the pre-war world, it must 
show itself capable of adjustment to meet the present world conditions. 


In calling for further co-operation, Sir Christopher 
Needham must be fully aware that he has raised an 
extremely controversial issue. 

On the question of economy, both public and private, 
some divergence of opinion was again apparent. Mr. 
Goodenough took the orthodox view :— 


I feel that the fact above all others which will maintain the existing 
confidence in the currency, despite the absence of a link with gold, is 
the constant attention to economy. When speaking of economy I do 
not particularly refer to the spending by individuals of that which 
they know they can reasonably afford. It is without doubt the duty 
of every individual to do that which, in his judgment, he thinks will 
best help towards better employment on useful and practical lines, 
but I refer more particularly to the question of public expenditure of a 
character which tends to increase taxation, both national and local. 
Some reduction in public rating was achieved last year ; it is absolutely 
essential that this progress should be continued for yet a further period 
until the outlook is more assured. It would be easy to slip back and 
lose the progress which has been made through a neglect of public 
economy. The need for economy must be kept in mind, for economy 
is really the main support of sterling at the present time; by it we 
have seen a restoration of confidence in British finances through the 
world being assured of our budgetary stability. 
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Mr. Beaumont Pease adopted what may be called the 
middle point of view. 

In this period of preparation, he said, every individual in this 
country can do something to help on recovery by wisely spending all 
that he can afford. 

Mr. Beckett, however, expressed himself in much 
more progressive terms, and, indeed, we regard this 
particular passage of his speech as being one of the most 
valuable and constructive banking utterances of the 
year :—— 

Possibly, he said, there is another direction in which a measure of 
relief for unemployment may be found. Ever since the introduction 
of the Emergency Budget of 1931, the Government has consistently 
exhorted not only all its own departments but every public authority 
throughout the land to practise the sternest economy. At a time when 
our financial stability was gravely threatened, this was only one of the 
grim necessities which were cheerfully faced by our citizens. Public 
authorities, municipalities, etc., have all been loyal to the Government’s 
appeal and have abjured all new expenditure save that which was 
deemed essential for the proper maintenance of public services. Lately, 
however, the wisdom of rigid adherence to the policy of economy, in all 
its Spartan severity, and in each and every circumstance, has been 
questioned by more than one eminent authority. There is clearly a 
danger lest a policy designed to meet an emergency may be allowed to 
become a fixed principle, and may do incalculable harm. Has the time 
perhaps come when, in suitable cases, some relaxation of economy may 
be more beneficial in the long run than its strict maintenance? I 
know that I am treading on dangerous ground, and I do not wish to be 
misunderstood. To construe my remarks as a plea for indiscriminate 
spending would be a complete misrepresentation, for such a plan would 
do far more harm than the indiscriminate economy which I call in 
question. But when all schemes of development, good, bad or indiffer- 
ent, have been put into cold storage, there are undoubtedly many 
among them which are ultimately, if not immediately, productive in 
character, and which, therefore, would involve no permanent charge 
upon the taxpayer or ratepayer, more especially as abundant credit is 
now available to public authorities at cheap rates. 


We have expressed our appreciation of this statement 
upon a previous page. 

We next come to the bank chairmen’s views upon 
monetary policy. As usual, some divergence of opinion 
was apparent between Mr. McKenna, of the Midland 
Bank, and his fellow-chairmen. Mr. McKenna adopted 
his customary progressive point of view, and, indeed, 
devoted practically the whole of his speech to developing 
his argument for a forward monetary policy. Rejecting 
the opinion expressed by Mr. Beckett that reflation had 
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proved a failure in the United States, Mr. McKenna 


held that it had not even been tried there :— 

When we turn to the United States, he said, I believe we shall find 
that not even a partial trial has been given to the policy of reflation. 
I speak on the subject, it is needless to say, with complete readiness to 
accept correction by American authorities on questions relating to 
their own monetary policy, but it has seemed to me that the current 
description of a continuous pumping of new credit into the banking 
system of the United States through the open market operations of the 
Federal Reserve Banks does not convey, at any rate in its implications, 
a true impression of the facts. If we take a full view of recent American 
monetary policy we shall see that there has been no demonstration 
one way or the other of the effectiveness of a steady policy of reflation. 

There is nothing then in recent experience to give ground for dis- 
couragement or scepticism regarding the benefits to be derived from an 
expansive monetary policy. We are free to regulate in great measure 
our own price level by increasing or diminishing the quantity of money. 
But we must not allow ourselves to be disturbed by the fact that if 
gold continues to appreciate while our price level remains steady or 
rises the inevitable effect is a fall in our exchange. If we become 
alarmed by the fall and counteract it by a renewal of deflation, our 
exchange, it is true, will recover, but only at the expense of our trade. 
Internal prosperity with a balanced budget, lower taxation and reduced 
unemployment is far more important to us than the rate of exchange. 
Sooner or later, even if no voluntary measures are adopted, budget 
deficits in gold-using countries will themselves produce a remedy for 
falling price levels, and we ought meanwhile to allow nothing to deter 
us from the policy of restoring our internal price level to a higher 
standard. 

Two conditions, however, are essential for the success of this policy. 
First, it must be pursued wholeheartedly; the maintenance of an 
abundant supply of cheap money must be accompanied by full facilities 
for its use. And secondly, we should set aside, at least for the time 
being, all thought of returning to gold, either at the old or any new 
parity. There should be no attempt to govern our monetary conditions 
by reference either to the gold value of sterling or to the size of our gold 
stocks. It is worse than useless to consider returning to gold unless 
and until it shows some reasonable prospect of becoming a stable 
standard. 

If under such conditions as I have mentioned an expansive monetary 
policy is consistently and strenuously pursued, I have little doubt that 
the enlarged supplies of money will lead to a higher level of commodity 
values. This result would have every prospect of paving the way to 
prosperity. 

Mr. Beckett and Mr. Beaumont Pease both argued 
that it was of no use to create a plethora of credit unless 
the business world were ready and willing to make use 
of it. 


In a word, said Mr. Beckett, credit expansion is of active usefulness 
only when the manufacturing and trading communities of the world 
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have sufficient confidence to make plans ahead and to borrow money 
to finance them. The supreme problem, therefore, is the restoration of 
confidence. 


Mr. Beaumont Pease expressed exactly the same 
view :— 

Before the desired increase in the price level can be realized, a 
factor outside the purely economic sphere must come into play. Some- 
thing must occur to induce the owners of this increased purchasing 
power to put it into use. Some spark must re-ignite the torch of hope, 
some outstanding event or accumulation of events must strike man’s 
imagination and persuade him that the darkness is past and the dawn 
at hand, that the depressing influences by which he has been held 
down so long have been removed, that trade is now on the upward 
turn, that now is the time to extend, and that if he does not buy to-day 
he will have to pay more to-morrow for what he requires. 


Whatever their views upon general monetary policy, 
the bank chairmen were most emphatic that we should 
not be hurried back on to the gold standard. Thus Sir 
Harry Goschen said :— 


With regard to the gold standard, and the question of this country’s 
return to it, you will, no doubt, have seen in the daily papers of 
January 20, the summary of the report of the Preparatory Commission 
of Experts for the World Economic Conference. Among the principal 
questions to be discussed by the Governments represented at the 
Conference, the first put forward by the report is that of the restoration 
of an effective international monetary standard to which the countries 
which have abandoned the gold standard can adhere. The report also 
states that ‘‘ each country must be free to decide when and under what 
conditions it can accept such a standard, after most careful preparation 
and with every safeguard against such restoration of the gold standard 
as would lead to a fresh breakdown.” 

I think it would be generally agreed that sooner or later the £ must 
be anchored to a solid foundation, but it is impossible at present to say 
when the appropriate moment to carry this into effect will arise, and it 
would be equally premature to hazard an opinion now, on what basis 
in relation to gold the stabilization should take place. Of one thing, 
however, I am certain, that no move in the direction of stabilization 
should be attempted until such safeguards are devised as will, humanly 
speaking, prevent any recurrence of the events of 1931. 


Finally, each bank chairman dealt exhaustively with 
the affairs of his own bank. In general they had much 
the same story to tell. They alluded to the year’s increase 
in deposits, to the lack of demand for advances, and to 
the consequent big expansion in the banks’ holdings of 
Treasury bills and investments. All called attention to 
the low level of rates current during the last half of 1932, 
and all warned their shareholders that they could see no 
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prospect of an early improvement. This warning was 
used either to justify an immediate reduction in divi- 
dends or to intimate to shareholders that unless an 
improvement occurred, existing rates could not be main- 
tained indefinitely. 

One or two chairmen discussed the question of 
bankers’ charges on their advances, and in the course of 
doing so let fall some extremely timely information. 
Mr. Goodenough said :— 


There has been a good deal of ill-informed criticism lately upon 
the subject of bankers’ charges, to which I should like to make some 
reference. 

It should be borne in mind that the banking system of this country 
is not only far cheaper, but also more efficient than that of any other 
country in the world, and that it has contributed largely to creating 
the position which Great Britain holds as a great commercial centre. 
It has also been due principally to the low rates which the banks in 
this country charge, that it has been found practically impossible 
to establish fresh banks for specific branches of business, for example, 
land banks in this country, or to carry them on with success, because 
of their inability to compete with the low rates charged by the already 
existing British banks. 

The charges made by banks must necessarily vary in every case, 
according to the surrounding circumstances and the credit of the 
customer, as well as the liquidity of the advance, the period of time for 
which it is required, and the security offered. 

The bank’s first consideration is the safe employment of the funds 
entrusted to it, of which it regards itself as trustee, and the preservation 
at all times of the necessary degree of liquidity, in the form of cash, 
money at call and short notice, bills, etc., so as to enable it to meet 
any calls which may be made upon it. Funds so employed earn very 
low rates of interest, and, in fact, during the past year it has been 
almost impossible to use them profitably. 


Mr. Beaumont Pease was equally emphatic :— 


The next item, “ Loans and Advances, after deducting provision 
for bad and doubtful accounts,” shows the large reduction of 
£26,000,000 and represents the low percentage to our depositors of 36:8. 
This fact alone would account for a considerable reduction in our 
profits, but when taken in conjunction with the greatly reduced earning 
capacity of our short money and bills to which I have already alluded, 
is a complete answer to the charge that we could have afforded to 
lower, and ought in justice to have lowered, our rates on loans. The 
margin of profit between the earnings of our assets over the interest we 
allowed on our deposits and our expenses, was in the last half of the 
year 4s. Id. per cent., as compared with 15s. 5d. per cent. in the 
corresponding half of 1931. 

I think it is only fair, moreover, to point out that the effect on 
trade of bankers’ overdraft rates is very,much, exaggerated. In the 
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case of agriculture, one of the most hardly hit industries at the present 
time, and one for which we have the greatest sympathy, the average 
overdraft in this bank is £700. The difference of 1 per cent. therefore 
on a farmer’s overdraft represents on the average only {7 a year. 
If a farmer were to be asked whether he would prefer a large reduction 
in the rate of interest, or a small rise in the price of the commodities 
which he sells, there is little doubt what his answer would be. 


Some explanation of the nature of the contraction 
in bank advances was given by Mr. McKenna :— 


Between the end of 1929 and June 30, 1932, our advances fell by 
£234 millions. Of this sum, however, the drop in advances for financial 
purposes—chiefly for investment in stocks and shares—accounted for 
£104 millions, a movement paralleled by the heavy fall in stock 
exchange loans included in money at call and short notice. Thus 
little more than one-half of the decrease remains to be accounted for 
under the general heading of accommodation to industry and trade. 

It is clear that the decline in business advances is not traceable to 
undue pressure on the smaller borrower, but to shrinkage in the demand. 
Our advances to agriculture, for example, which number more than 
18,000, were actually higher by nearly 5 per cent. than at the end of 
1929. Similarly, advances to over 20,000 small retailers, as distinct 
from stores, multiple shop organizations and co-operative societies, 
show a rise of g percent. The only other increase of note is in advances 
for building and the related trades, and these again are small on the 
average. Almost every other group shows a decline, in some instances 
very slight. The total number of advances, as opposed to the amount 
is slightly increased. 

The decline in the total is readily explained by two main tendencies. 
First, temporary accommodation has been largely replaced either by 
new issues of capital or debentures or by fixed, long-term loans from 
insurance companies, savings banks and similar institutions. Secondly, 
the rise in prices of gilt-edged securities, more especially since the end 
of 1931, has induced many trade borrowers to realize investments for 
the purpose of repaying, in part or in whole, their obligations to the 
bank. These two tendencies together would seem to have resulted in a 
reduction in the total of advances even larger than that actually 
recorded under the heading of trade and industry. It may be con- 
cluded, therefore, that ample facilities have been accorded to meet all 
reasonable requirements of industry and trade in these times of excep- 
tional difficulty. 


Mr. Beaumont Pease included in his speech a most 
timely plea for the more extended use of the inland bill. 


Banks have done what they could to encourage a greater use of bills 
amongst the trading community at home. The Clearing Bankers’ 
Committee suggested last year to the Associated Chambers of Com- 
merce that they should circularize their constituents, pointing out the 
advantages of a bill, and drawing their attention to the low rates at 
which a genuine trade bill could be discounted, rates which compared 
very favourably with those charged for overdrafts. Bankers promised 
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to do all they could to encourage this procedure, and advised the 
managers of all their principal branches to help on the scheme. For 
various reasons there was very little, if any, response to these efforts. 
As far as I can gather the chief reasons were that traders had a prejudice 
against giving their acceptances instead of paying cash, fearing that it 
might reflect on their credit, and preferring to get the cash discount 
which is frequently allowed for prompt payment. I regret that we 
were not more successful in our efforts, as undoubtedly the procedure 
would have been of benefit to the trading community and have been 
appreciated in the discount market. 

Finally, Mr. Beaumont Pease alluded to the decision 
of the board of Lloyds Bank to restore to the published 
reserves part of last year’s withdrawal. 

Our published reserve of £8,000,000 has been improved by the 
addition of £500,000 re-transferred from our internal funds. You will 
remember that last year we took {2,500,000 from our published reserve 
to meet the depreciation on our investments. Owing to the recovery 
in the prices of gilt edged stocks (and to the actual realized profits of 
investments sold at enhanced values) the whole of that depreciation 
has been more than recovered and the reserve against it is now entirely 
free. It would have been possible for us, if we had so determined, to 
replace the whole of the £2,500,000 back to our published reserve. 
It seemed to us, however, that such action on our part would have been 
equivalent to setting the financial signal at “ all clear,”” and he would 
be a bold man in these days to take such a responsibility. 


This combination of restrained optimism with a 
warning that our troubles are by no means at an end is 
the real note struck by the British bank chairmen in 
their addresses for 1933. At the same time, it will be 
seen that they have not been content with a purely 
negative attitude. On the contrary, they have between 
them made many practicable and constructive proposals 
designed to lubricate and re-start the wheels of trade. 





The Exchange Equalization 
Account 


By Paul Einzig 


HE substantial gold purchases made by the Bank 

| of England during the last few weeks have given 
rise to lively discussions as to the object of the 
operations. According to one theory, the Bank merely 
aims at replacing the {19-6 millions of gold it lost on 
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December 15 last, in connection with the war debt 
payments. According to another theory, the authorities 
are endeavouring to accumulate a sufficient amount of 
gold to enable them to make the payment of June 15 
without having further to reduce the Bank’s gold reserve. 
Yet another explanation attributes the purchases to the 
desire of reducing the fiduciary issue to its original figure 
of {260 millions. Last, but by no means least, some 
quarters are inclined to interpret the gold purchases as 
an endeavour on the part of our authorities to reduce the 
risk attached to the holding of a large amount of foreign 
exchanges. Possibly several or each of these considera- 
tions may have had their share in influencing the official 
policy. It seems, however, that the main object of the 
purchases is to enable the Exchange Equalization Account 
to continue its operations without having to supplement 
the arrangements made for that purpose last year. 

As is well-known, the sterling resources of the Exchange 
Equalization Fund have been drawn upon heavily since 
about the middle of December, for the authorities have had 
to buy large amounts of dollars and francs in order to 
prevent a rise of sterling. Although no information is 
available as to the extent of these purchases, it may be 
that the decline of the unused sterling balance of the 
Account has been regarded for some time with growing 
concern in official quarters. Impressive as the amount 
of £175 millions (£150 millions plus the old dollar account 
of £25 millions) may be, it is far from inexhaustible, 
especially as the losses on the Franco-American credits 
of £130 millions, amounting to at least £40 millions, have 
had to be deducted from it. This leaves a balance of 
about £135 millions, and if we assume that of this amount, 
say, {80 millions are held in foreign currencies, the 
balance for the defence of sterling against a rise is only 
£55 millions. In face of the heavy buying pressure, 
caused not so much by the inherent strength of sterling as 
by the inherent weakness of the dollar and the franc, 
this amount could easily become exhausted in the course 
of a few weeks. It was necessary for the authorities, 
therefore, to find a method that would enable them to 
continue their controlling operations when their present 
resources have come to an end. 

The simplest solution would have been to increase 
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the amount of the Exchange Equalization Account, but 
this solution would not have been wholly desirable from 
the point of view of the Treasury. It would have meant 
an increase of the floating debt, and in any case it would 
have required new legislation—a lengthy process in the 
course of which the Chancellor of the Exchequer or his 
representative in the House would have been bombarded 
with many an awkward question about the working of 
the account. From the point of view of the Treasury, 
it would have been much simpler if the Bank had con- 
sented to using the resources of the Issue Department for 
the purpose of exchange control operations. As is well- 
known, the counterpart of the fiduciary issue of {275 
millions is held mostly in the form of Government securi- 
ties. Although some of these securities may not be of a 
marketable type, there is nothing in the Bank Act, Gold 
Standard Act, Currency and Bank Notes Act, or any 
other part of our banking legislation that would prevent 
the authorities from replacing them by marketable types 
of securities. In fact, this was actually done last year 
when, previous to the establishment of the Exchange 
Equalization Account, a fairly substantial part of the 
Government securities in the Issue Department was 
sold and the proceeds were used for the purchase of 
dollars, francs and gold. Nevertheless, the Bank could 
hardly be keen on repeating this operation. As the 
exchange control is an act of Government—to which the 
Bank lends itself merely as an executing hand—the 
responsibility for raising the funds required should rest 
with the Treasury. 

It must be emphasized that there is no real conflict 
of interests between the Bank and the Treasury. Now 
that the Treasury has undertaken to assume responsi- 
bility of any loss that may arise through the exchange 
control it is a mere question of legal and bookkeeping 
detail which of the two institutions is to provide the cash. 
What mattered was that a formula should be found to 
enable the authorites to continue their operations without 
having to bear in mind the possibility of their resources 
being depleted in the near future. It would have been, 
indeed, absurd if the foreign exchange policy of this 
country should be determined by the absence of a book- 
keeping formula. There may be many arguments for and 
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against allowing sterling to rise, but, unless our monetary 
policy is managed by lawyers and accountants, the 
decision should depend upon considerations of an econo- 
mic and financial nature, and should not be handicapped 
by legal and bookkeeping technicalities. 

Apparently a formula has been elaborated which 
suited the purposes of both Treasury and Bank of Eng- 
land. If my interpretation of the gold purchases is 
correct, their main object is to enable the authorities to 
carry on the exchange control without having either to 
increase the amount of the Exchange Equalization 
Account or to draw upon the Issue Department. The 
technique of the procedure initiated is the following : 
the Exchange Equalization Account converts part of its 
foreign exchange holding into gold, either in London or, 
according to our American correspondent, in New York, 
and sells part of its gold to the Bank. It obtains thereby 
fresh resources of sterling with the aid of which it can 
make further purchases of foreign exchanges. The 
process can up to a point be repeated over and over 
again, so that the authorities are in a position to buy 
hundreds of millions of pounds worth of foreign exchanges. 
But the process possesses a definite limit because the 
Bank can only pay for the gold at its par value, and the 
difference has to be borne by the Exchange Equalization 
Account. As at present the extent of the depreciation of 
sterling against gold is about 30 per cent., if the Exchange 
Equalization Account sells to the Bank gold for which it 
paid £1,000,000, it only receives in payment £700,000. 
Although the “loss ’’’ of £300,000 is merely fictitious—it 
will ultimately be made good out of the revaluation of 
the Bank’s gold reserve, or out of the selling price of the 
gold if sold before sterling is stabilized—it reduces, none 
the less, the sterling balance available for control opera- 
tions. In spite of this, in practice it would take a long 
time before these bookkeeping losses would extinguish 
completely the sterling resources of the Exchange Equal- 
ization Account, and the chances are that the buying 
pressure on sterling would cease in the meantime. 

From dn economic point of view, the new policy is of 
considerable significance, as it produces the same effect, 
from the point of view of international gold movements, 
as the restoration of the gold standard in this country. 
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If we were on a gold basis, gold would be flowing 
freely into this country both from Paris and New York, 
not merely because we have a surplus on capital account, 
but also because natural tendencies are working towards 
causing an outflow of gold from both France and the 
United States. As things were before we began to buy 
gold, there was no country which could absorb this 
outflow. Both Holland and Switzerland were already 
saturated with gold, so that the overflow of the two 
principal gold-using countries had to float forward and 
backward between them, according to the caprices of the 
foreign exchange market. At the same time, London 
acquired in foreign exchange the amount that it should 
have acquired, under the gold standard, in the form of 
gold. With the adoption of the policy of gold purchases, 
this state of affairs has come to an end. The floating 
gold will be absorbed by London. Should the tide turn, 
there will be an outflow of gold from London just as if 
we were on the gold standard. Although the working of 
the system is far from ideal, it is certainly an improve- 
ment over the state of affairs in which sterling had to 
play the part of the shock-absorber of international 
tendencies. Incidentally, this new system leaves us free 
to fix, within broad limits, the exchange value of the 
pound against the gold currencies at whatever point we 
think is most desirable. 


Matters of Law 


By Our Legal Correspondent 


OME months ago we discussed the questions that 
S may arise for bankers upon the construction of 
—*' section 266 of the Companies Act, 1929. There is 
just reported a decision of the Court of Appeal that 
renders necessary a reconsideration of one of those 
questions, inasmuch as it casts doubt upon important 
dicta in two cases that have stood as good law—one 
since I9g1I and the other since 1917. The latest case, 
in ve Matthew Ellis, Lid., certainly will tend to relieve 
bankers of a too harsh interpretation of any dealings 
where a floating charge issued by an insolvent company 
is in issue, 
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In order to understand the point it is necessary to 
recall to mind the terms of section 266 which enacts 
that where a company is being wound up, a floating 
charge on the company’s undertaking or property 
created within six months (formerly three months) of the 
commencement of the winding up shall, unless the 
company was solvent immediately after the creation of 
the charge, be invalid, except to the amount of any cash 
paid to the company at the time of or subsequently to the 
creation of and in consideration for the charge, together 
with interest on that amount at the rate of 5 per cent. 
perannum. The latest Court of Appeal decision is con- 
cerned with the meaning of the words italicized above. 
At first sight the words appear plain enough. Yet the 
Court of Appeal has had to consider two decisions of the 
Chancery Division on those very words, which judgments 
it is as well first to consider. In ve Orleans Motor Co., 
Ltd. (1911), 2 Chancery 41, was a case where the com- 
pany’s bankers had pressed the company for a reduction 
of its overdraft, which was jointly and severally guaran- 
teed by five of the directors. At a meeting of the board 
it was resolved that the company should pay {£1,500 to 
the bank in reduction of overdraft, and that if the 
directors found this £1,500 they should be granted 
debentures to cover the amount in addition to debentures 
they already held. Three of the directors found the 
£1,500 (£500 each), and each sent a cheque to the company 
for {500. On receipt of this money the company sent a 
cheque for £1,500 to the bank. At a later meeting a 
resolution was passed for the issue of debentures of the 
company to the amount of £500 to each of them, but the 
debentures were not issued before an action was com- 
menced by the debenture holders, and a voluntary 
winding-up immediately followed. In the winding-up 
the master gave a certificate that the three directors 
were entitled, in addition to their other debentures, to 
rank as debenture holders for the extra £1,500, i.e. £500 
each. On appeal to the judge (the late Mr. Justice 
Parker, afterwards Lord Parker) this finding of the 
master was upset and the £1,500 debentures created by 
the agreement were declared invalid under section 212 
of the then Companies Act, 1908 (corresponding exactly 
to section 266 of the 1929 Act, save for the period of 
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six months being substituted for three months). The 
judge construing the words “ cash paid to the company,” 
held that no money was actually paid to the company 
at all. Three cheques each for £500 passed through its 
hands from the three directors, and they passed on those 
amounts to the bank. Hence he held that “ the amount 
of the cheques was never part of the company’s assets 
to do what it liked with.”” They were to be paid direct 
to the bank. He further stated that the section was 
designed apparently to prevent companies on their last 
legs from creating floating charges to secure past debts 
or for moneys that do not go to swell their assets and 
become available for creditors. 

The second case was in re Hayman, Chnisty and 
Lilley, Ltd. (1917), 1 Chancery 283, before Astbury, J., 
where the facts were quite different and the bank was 
more vitally interested. The bank had advanced the 
company £3,000 on a loan account secured by twelve 
first mortgage debentures of {100 each. At a later date, 
on the bank pressing, the company issued to the bank 
four second mortgage floating charge debentures as further 
security for the loan account and also for the current 
account, in consideration of which the bank agreed to 
continue the accounts. In the subsequent winding-up it 
was found that the company was insolvent at the time 
of issuing the debentures; that at such time the loan 
account was still outstanding and the debit on the current 
account was just over £400; but that at the time of the 
winding-up the current account was in credit, though 
only to the amount of £13. The judge held that as to 
the past debt the second debentures were invalid, and 
so far as they were issued in consideration of current 
account they were not enforceable in that at the time 
of winding-up no money was owing on current account. 
Astbury, J., however, in the course of his judgment 
somewhat developed what Parker, J., had said in the 
Orleans case, for he said: ‘“‘I think the expression 
‘except to the amount of any cash paid to the company ’ 
means ‘ any cash absolutely and unconditionally paid to 
the company.’”’. It is this dictum that is now dis- 
approved by the Court of Appeal in the case of Matthew 
Ellis, Ltd., and was also disapproved by Mr. Justice Eve 
in the Court below, although Eve, J., decided the case 
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on the dictum of Parker, J., cited above and was reversed 
on appeal. The facts in this latest case were these : The 
chairman of the company was also a partner in a firm 
supplying the company with goods, and his co-partners 
only agreed to keep on supplying the company on credit 
if a past debt of £1,954 was paid by the company. On 
the understanding that the firm’s debt should be paid the 
chairman then advanced £3,000 to the company in con- 
sideration of a floating charge debenture. Within six 
months the company was wound up and the liquidator 
sought to invalidate the floating charge to the amount 
of £1,954, the amount that the company had paid to the 
firm for its past indebtedness out of the chairman’s 
£3,000 advance. Eve, J., supported the liquidator, as 
he held that the unsecured debt of the firm had become 
a secured debt in the hands of one of the partners, the 
chairman of the company—to that extent the money 
was not cash paid, as Parker, J., said, to swell the assets 
of the company available for its creditors. The Court of 
Appeal, however, reversed this decision, and held that 
“‘ regard should be had to the plain words of the section,” 
and pointed out that each case must be decided on its 
merits. This surely is going very near to over-ruling the 
two previous cases, for in Matthew Ellis, Lid., the bargain 
of the holder of the floating charge was clear that of the 
money advanced {1,954 of it was to be passed on to a 
particular creditor, namely the firm, and to that extent 
it never went to the company in the sense of “ cash paid 
to the company so as to swell its assets available for its 
present body of creditors.’’ Moreover, in the latest case 
the earmarked money was to go to the benefit of the 
payer of the money, for he was a partner in the creditor 
firm for whom it was earmarked. It is difficult to see 
on principle that the bank in the case of Hayman, Christy 
and Lilley, Ltd. (cited above), was in any different case. 
Yet the Court of Appeal has not expressly over-ruled that 
case. It is a somewhat important matter and arises 
more often than is generally thought. Up to the latest 
decision a prudent banker, in view of the Ovleans and 
Hayman cases, has known that it was unsafe to take a 
floating charge for an advance to keep a “shaky” 
company on its legs. At present only short reports of 
the judgments in the Court of Appeal are available, but 
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it is obvious that on a case raising a clear issue that 
Court has not supported the view of the judges hitherto 
prevailing. “‘ Cash paid to the company ”’ is apparently 
now to be taken in its literal sense, and a bargain that it 
is to be applied in a particular way is not in itself enough 
to render a floating charge given in consideration of it 
invalid if a winding-up should occur within six months 
should the company prove to have been insolvent at the 
creation of the charge. At the same time the Courts 
would take each case on its merits, and it is still unsafe 
to rely too much upon the particular decision in the 
latest case. 

Another instance of the uncertainty of the law in 
regard to a matter of business importance is afforded 
by the judgments of the Court of Appeal in Broken Hull 
Proprietary Co., Lid. v. Latham and Others. This case 
gives us so far an even balance of opinion on the question 
involved. The suit was at the instance of the company 
whose debenture holders and trustees (the Common- 
wealth Bank of Australia) were claiming that under 
the terms of the debentures the company contracted 
to pay both principal moneys and interest either in 
Australia or London at the holders’ option. That was 
admitted. But they further claimed that while if the 
option was exercised to take payment in Australia the 
payment should be in Australian currency, if such option 
were for payment in London then pounds sterling were to 
be the rule. In the conditions of the debenture there 
was no express stipulation for payment in London in 
sterling, and the question was whether on the proper con- 
struction of the condition giving the option of different 
places of payment there was not an implied stipulation 
to that effect. The company claimed a declaration as 
to the proper construction. Mr. Justice Maugham held 
that if the option to require payment in London were 
exercised then both redemption and interest were to be 
paid in sterling, without deduction on account of the 
exchange value of the pound in Australia. In the 
Court of Appeal the Master of the Rolls (Lord Hanworth) 
upheld Mr. Justice Maugham’s decision, but a majority 
(Lords Justices Lawrence and Romer) took the other 
view with the result that the Court of Appeal reversed 
the judgment and declared that Australian currency— 
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“the Australian pound ’’—was the standard of payment 
whether made in Australia or London. The option was 
in the majority view given merely as a matter of con- 
venience of place of payment, and did not import any 
variation of the right of the debenture holder. Hence 
where the payments were made in London either for 
principal or interest on the debentures in question the 
payment must be paid in Australian currency converted 
into sterling at the rate of exchange current in London 
on the due date for payment. It would appear to be 
more consonant with a business point of view to take 
the majority view of the Court of Appeal, inasmuch as 
the other contention would leave the company in the air 
as to computing its liability for half-yearly interest, and 
how many debentures ought to be drawn for redemption. 
Confusion arose in the case owing to the dual use of the 
word “ pounds ”’ and the symbol “ f.””. As was admitted by 
counsel for the debenture holders, had one of the optional 
places of payment been Paris, on his argument, payment 
in Paris would have been of the sum due in Australian 
currency converted into francs at the current rate of 
exchange. If that be so then surely it would follow that 
payment in London would be on the same basis, and the 
mere fact of the symbols and designation of the two 
currencies being the same as between Australia and 
England made no difference. 

This decision of the Court of Appeal, by a majority, 
that the “‘ pound ” in England and Australia is a separate 
monetary unit is, of course, of considerably wider interest 
and scope than the facts of the case in which it has been 
decided. This distinction between the two “ pounds ”’ 
had scarcely been judicially declared when it was 
followed in a case before Mr. Justice Farwell. Here 
the facts were different, but the principle was applied. 
In Broken Hill Company, cited above, it was the case of 
a company incorporated in Australia, and wherever 
monetary symbols and designations were used, prima facie, 
the reference was to Australian units. In the second 
case decided only a few weeks afterwards, Mr. Justice 
Farwell had to deal with an English company registered 
here, although operating in Australia. The case was 
Prudential Assurance Co., Ltd. v. Adelaide Electric 
Supply Co., Lid. The registered holders of stock living 
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in England had been paid substantially less than the 
holders living in Australia by reason of the difference in 
the rate of exchange. Mr. Justice Farwell, applying the 
reasoning of Lawrence and Romer, L.JJ., held that as 
the defendant company was an English company, 
wherever the word “ pound ”’ was used in its documents 
it denoted an English pound, since there were no words 
to alter that presumption. Therefore the obligation on 
the company was to pay the dividends on the stock in 
English currency. The learned judge expressed no 
opinion as to the position of stockholders in Australia. 
They were not represented in the action, and he could 
not have adjudicated on their rights. It is interesting, 
however, to imagine what will be held to be their right. 
Is it to be paid in English currency? The defendant 
company, of course, contended that the fact that stock- 
holders lived in England did not affect their rights as to 
dividends, and pointed out that the operations of the 
company were exclusively in Australia, and that, by the 
Articles, ‘‘ no part of the profits of the company shall be 
transmitted to the United Kingdom except in payment 
of dividends to members ordinarily resident there.” 
Further, such dividend could be declared only in 
Australia. One may respectfully doubt whether Mr. 
Justice Farwell’s decision is right in this case. Whether 
it be so or not, however, the whole position is puzzling 
to business men. 





Life Assurance in 1932 


By F. G. Culmer 


NCE again the life assurance companies have risen 
() superior to the adverse conditions against which 
they have had to contend. In spite of increasing 
unemployment, extending to all classes of the community, 
and the continuance of the trade depression, these com- 
panies in 1932 effected a magnificent triumph in regard 
to their returns of new life assurance business. From the 
figures published it is difficult to realize the depths of the 
economic prostration through which the country has 
been passing. 
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The accompanying table shows the net new sums 
assured in 1932 by forty-six offices, in comparison with 
the corresponding figures for the previous year. In the 
aggregate these sums amount to the stupendous total of 
£179,223,073, which shows an increase of {2,297,447 over 
the total for 1931. Of those forty-six offices, no fewer 
than thirty show an increased volume of business, and 
several of them have set up new records. 

It does not follow that all this huge volume of new 
life assurance business was transacted in the United 
Kingdom, for, as is well known, the British life offices 
have widespread interests abroad. Moreover, the list 
includes three Colonial offices, who, between them, are 
responsible for a new business aggregate of £32,939,328, 
of which, of course, only a comparatively small proportion 
was effected in this country. Nevertheless, the result, 
as a whole, is an amazing one, while many of the returns, 
individually, are of a spectacular character. Notable in 
this respect are the achievements of the Prudential, 
Sun Life and Legal and General, each of whose totals 
run into eight figures, and who, collectively, claim an 
aggregate of nearly £34,500,000. Among others, the 
Norwich Union, Pearl and Refuge are fairly close up 
with the leaders. Special attention may deservedly be 
called to the exceptionally fine performance of the 
Equity and Law Life, which shows an increase in its 
new business total over the previous year’s aggregate of 
no less than {£1,304,643, equivalent to an advance of 
75 percent. This expansion is chiefly due, I am officially 
informed, to an abnormal demand for the Society’s 
non-profit whole life assurance policies, the premium 


rates for which are very low. 
Net New Sums Assured. 


+ a 1932 
Abstainers and General .. we bs 707,140 705,822 
Alliance... a” és 3,222,795 3,352,757 
Australian Mutual ‘Prov ident is .» 11,500,834 13,610,326 
Atlas ei - ~ 3,060,769 *2,500,000 
Britannic (ordinary) - ‘“ “a 2,563,000 2,518,300 
British Equitable .. én “a - 460,668 540,977 
British General .. a - win 483,714 619,175 
Caledonian “is Pn wi ni 1,196,965 1,239,541 
Colonial Mutual .. pes a - 5,558,073 6,497,662 


* Approximate. 
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Commercial Union 

Co-operative (ordinary) 

Eagle Star and British Dominions 
Equitable Life ‘ ‘a 
Equity and Law , 
Friends’ Provident and Century 
General Life = , 
Gresham Life 

Guardian 

Law Union and Rock 

Legal and General 

Life Association of Scotland 
London Assurance 

London Life ‘ . 
Liverpool and London and Globe 
Manufacturers Life 

National Farmers . . 

National Provident 

North British and Mercantile 
Northern ; a 
Norwich Union 

Pearl (ordinary) 

Phoenix 

Prudential (ordinary) 

Refuge (ordinary) 

Royal ° ‘ 

Royal Exchange ‘ 
Royal London Mutual (ordinary) 
Scottish Amicable si , 
Scottish Life 

Scottish Provident 
Scottish Temperance 
Scottish Widows .. 
Standard ; 

Sun Life Assurance Society 
United Kingdom Provident 
University Life ‘ 


* Approximate. 


Net New Sums Assured. 


1931 
£ 


4,033,702 
1,642,521 
2,118,593 
1,297,300 
1,739,070 
1,520,950 
2,098,670 
1,995;777 
1,332,879 
2,049,119 
9,780,201 
1,212,891 
1,795,780 
2,730,885 
1,950,151 
15,739,278 
189,578 
1,362,598 
3,816,878 
1,016,329 
8,249,645 
8,021,516 
3,101,756 
20,269,000 
6,524,321 
3,509,206 
2,417,164 
4,184,924 
1,186,989 
1,407,668 
2,619,201 
1,186,804 
3,532,460 
2,501,199 
15,214,794 
3,503,351 
217,630 


1932 


£ 
3,985,863 
2,217,606 
2,156,941 
*1,100,000 
3,043,713 
1,407,605 
1,864,231 
*2,000,000 
1,447,781 
2,301,101 
10,263,492 
1,316,580 
2,075,416 
2,955,243 
*1,980,000 
12,831,340 
208,432 
1,373,000 
3,980,000 
1,109,500 
8,009,710 
7,017,942 
*3,420,000 
*19,000,000 
6,061,271 
3,733,718 
2,879,426 
4,024,350 
1,318,908 
1,380,396 
2,854,509 
1,326,463 
3,630,000 
2,728,580 
15,160,568 
3,567,314 
209,507 


Several life offices have yet to make known their new 
business results, so the figure of £179,223,073 does not 
represent the whole of the year’s operations in life assur- 
ance. It will be interesting to see, when the annual 
reports of the offices appear a little later on, how the new 
premium receipts compare with previous years. Latterly, 
there has been a decided move by some of the companies 
to endeavour to interest the public to a greater degree 
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in the protective element of life assurance, as represented 
by whole-life policies, in preference to the more costly 
endowment assurances. 

Some of the offices who show a considerable increase 
in sums assured are known to be prominent purveyors 
of low-premium non-participating assurances, and it may 
be that the successful advocacy of this type of assurance 
cover will have resulted in the receipt of a smaller volume 
of premium income in proportion to the total sums 
assured than has been effected on the whole in previous 
years. Should this prove to be the case, as is by no means 
unlikely, it will not be an unsatisfactory feature, so far 
as concerns the main essentials of life assurance, the 
most important of which is the ensuring of financial 
provision for one’s dependents. 

While an endowment assurance is unquestionably 
one of the finest forms of investment that has ever been 
devised, the proceeds are available personally to the 
holder of the policy if he survives a fixed term of years, 
and there is always a possibility that his dependents 
may not eventually reap the benefit of the protection 
which the policyholder had originally in his mind to 
secure. Only in the event of the assured dying before the 
endowment period has run out is there a certainty that 
his wife or family will come into the money, which, in 
many an instance, may alone stand between them and 
absolute penury. Thus, while there is everything to be 
said in favour of a with-profit endowment assurance 
policy, as affording a convenient, safe and profitable 
means of investment, the primary necessity of life 
assurance lies in its protective element, and from the 
public standpoint the importance of the latter cannot be 
urged too strongly. 

Among the more modern developments in life assur- 
ance, none has been so well calculated to achieve the 
comprehensive purpose of whole-life assurance than the 
popularizing of the Family Income type of policy, which, 
in its attractive variety of form, has become an out- 
standing feature in the prospectuses of all the leading 
life offices. The main principle of the Family Income 
policy is the payment of the sum assured at death in the 
case of a whole-life assurance, and at the maturity of an 
endowment assurance or at previous death, with, in 

x 
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addition, an annual income to dependents in the event 
of the assured dying within the term of a specified number 
of years, usually fifteen or twenty, from the commence- 
ment of the policy. It is possible for a man, age 30, to 
take an ordinary whole-life assurance of £1,000, without 
profits, at an annual cost of {17 Ios. To assure, in 
addition to the lump sum of £1,000, an annual income of 
£120 during the term of twenty years, it will cost, accord- 
ing to one office’s quotation, a further £3 8s. 8d. a year. 

Obviously it is well worth while to pay the extra 
premium in view of the substantial privilege afforded in 
case of early death. Quite recently this particular office 
has introduced an option, which guarantees, in return 
for a slight increase to the additional charge, if the 
assured survives the twenty years, the return of the whole 
of the special charge paid for the income benefit in the 
form of a bonus added to the sum assured and payable 
at death. If the option is exercised, the annual premium 
is raised to £23 15s., which is £6 5s. in excess of the cost 
of a policy minus the income benefit. Therefore, if the 
policyholder lived for thirty years after taking out the 
policy, the sum of £187 10s. would be added to the 
capital sum of £1,000, and the whole amount paid to his 
dependents. 

It is evident from the very wide appeal which life 
assurance is now making to the public, that in the minds 
of all classes of the community there is no doubt whatever 
as to its inherent value, either in a protective or invest- 
ment sense. There is, of course, nothing to be compared 
with life assurance as a safe and profitable channel for 
the investment of small periodical savings, and it is 
especially in difficult times like the present that its 
natural advantages are calculated to receive their due 
meed of recognition. At the same time, it is perfectly 
true that the community as a whole is not assured to the 
extent that it should be, though any deficiency in that 
respect can scarcely be laid to the charge of the life 
offices. Lack of means in the majority of cases is more 
likely to be the direct cause of inadequacy in the amounts 
of the sums assured in proportion to individual require- 
ments. 

There is certainly no lack of life assurance facilities at 
the present time. In the attractive schemes now before 
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the public, opportunities are available for meeting every 
individual need at a reasonable cost, and the great 
variety of those schemes leaves nothing to be desired in 
the matter of cover. Not only are the more modern 
forms of life policies specially devised with the express 
object of catering for people in all situations in life; the 
purpose of the life offices is to bring the cost within easy 
reach of everybody. The introduction of the monthly 
instalment system of premium payments has enabled 
many people to effect policies on their own lives who would 
otherwise have been unable to take advantage of the 
security offered. Formerly, it was the unalterable 
practice for the first premium to be paid in advance, 
for it is an accepted condition that a life policy is not in 
force until a year’s premium has been paid. Nowadays 
it is no doubt extremely difficult for many persons to find 
a lump sum in advance out of their current earnings, 
and but for the monthly instalment concession they 
would be deterred from contemplating the acquisition of 
a life policy. Further, it is an inestimable convenience 
to pay premiums in this way by means of a banker’s 
order. A small periodical call upon one’s banking 
account is scarcely missed; indeed, the transaction is 
carried out automatically without any personal effort 
on the part of the policyholder. People without banking 
accounts are even encouraged to pay for their life assur- 
ances by similarly easy stages. They are provided with 
special paying-in books, and all they have to do is to 
pay their monthly instalments over the counter of any 
local branches of the life assurance companies’ bankers. 
Nothing could be simpler. 

Income tax payers have a special inducement to 
embark in life assurance, for while they are entitled to a 
rebate on their premiums in respect of the tax, the 
proceeds of life policies, part of which is profit, are 
immune from income tax. A deduction of 124 per cent. 
from premiums makes a material difference in the amount 
payable in income tax, and renders life assurance from 
that standpoint alone essentially worth while. 

Elasticity is one of the chief characteristics of life 
assurance. The variety of ways in which it can be put to 
practical use enhances its adoption by all sorts of people 
as a necessary factor in the general scheme of things. Its 

x 2 
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practical utility extends beyond the numerous forms of 
policy with which the public is well acquainted. Capital- 
ists and business men could utilize life assurance in their 
own interests to a far greater extent than they are prone 
to do if they were prepared to probe more deeply into its 
possibilities. It is not always the most alluring schemes 
that are brought into daily prominence. 

The essential feature which renders life assurance of 
paramount importance to the nation, and of such high 
value to individuals, is, of course, the firm security 
offered by the companies administering the business. 
These companies are now on the point of issuing their 
annual reports and accounts, and there is every indication 
that the results for 1932 will make a very satisfactory 
exhibit, and the balance-sheets reveal a material accession 
of financial strength. 


Appointments and Retirements 


Barclays Bank 

Mr. P. H. Wallis, Manager of the Blackheath branch, 
Birmingham, retired on January 28, having been in 
charge of this branch since its inception 36 years ago. 
He was presented with a suitably engraved silver salver 
by members of the staff on his retirement. He will be 
succeeded by Mr. H. E. Bullas, formerly Joint Manager 
of the Dudley branch. 


Central Hanover Bank and Trust Company 


Mr. William S. Gray has become President of this 
well-known New York bank, and is only now 35 years 
of age. He served during the war as a lieutenant in the 
navy, and afterwards graduated from Princeton in rgr9. 
He was elected Vice-President of the above bank in 1925 
and Executive Vice-President in 1929. He holds many 
directorships and is President and Director of William S. 


Gray & Co. 


Lloyds Bank 

Mr. E. Whitley-Jones has recently been appointed 
Assistant General Manager. Born in 1890, he has served 
with Lloyds Bank at Manchester and Liverpool, and also 
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for a time abroad, and was appointed General Manager’s 
Assistant in 1931. Mr. Whitley-Jones served for three 
years during the war. 


Midland Bank 


The Directors have elected Mr. William Francis 
Stratford Dugdale, J.P., Deputy Lieutenant for the 
County of Warwickshire, to a seat on the board. Born 
in 1872, Mr. Dugdale was educated at Eton and Balliol 
College, Oxford. He is Chairman and Managing Director 
of Badderley Collieries, Vice-Chairman, Warwickshire 
County Council, and a Governor and Trustee of Rugby 
School. 


National Provincial Bank 


Mr. R. Norman Smith, whose photograph appears in 
this issue, has been appointed a Joint General Manager. 
He entered the service of the bank at York in 1899, and 
ten years later was transferred to London. During the 
war he served with the H.A.C., and on his return was 
appointed to the Inspection Staff, and subsequently to 
the Advance Department as Assistant Controller. In 
December, 1919, Mr. Norman Smith was appointed 
Assistant Manager of the Lombard Street office. Three 
years later he became Deputy Manager at the City office, 
succeeding to the management in 1924, and in 1930 he 
was appointed Assistant General Manager. 

Mr. R. A. Rowley Morris has recently retired from 
the position of District Manager of the Sheffield Bank 
office. Born in 1873, his first banking appointment was 
with the above bank in 1890. He was Manager of the 
Doncaster branch when the National Provincial Bank 
took over the Sheffield Banking Company in 1919, and 
was then appointed Manager of the Sheffield office of the 
Sheffield Banking Company. 

Mr. C. E. Hibberd has been appointed Senior Joint 
Manager of Sheffield Bank office with Mr. W. S. Truelove 
as Joint Manager. Mr. Hibberd was born in 1879 and 
educated at Sheffield. His first appointment was with 
the Sheffield Union Banking Company in 1899. This bank 
was merged with the London City and Midland Bank in 
got. In 1906 Mr. Hibberd became Security Clerk at the 
head office of the Sheffield Banking Company, and in 1920, 
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after this bank had been merged with the National 
Provincial Bank, he became Manager’s Assistant, be- 
coming Sub-Manager in 1921 and Manager in 1930. 

Mr. W. S. Truelove was born in 1880 and educated in 
Sheffield. He completed the Institute of Bankers 
examinations in 1902, and his first managerial appoint- 
ment was at Rotherham in 1919. Subsequently Mr. 
Truelove was appointed Manager at the Fargate branch, 
Sheffield, in 1927, and Joint Manager at the High Street 
branch, Sheffield, in 1932. 


Obituary 

Mr. H. C. Hambro 

Mr. H. C. Hambro, who was a director of Hambros 
Bank and the Westminster Bank died on February 14 at 
the age of 63. Born in 1869, he was the eldest son of 
Mr. Percival Hambro. He went to Eton in 1883, and later 
became a partner in the family firm of C. J. Hambro & 
Son, and a director of the bank. He was also on the 
boards of several important cable and wireless com- 
panies, including the Eastern Telegraph Co. and Imperial 
and International Communications. He was chairman 
of the Mid-European Corporation and of the London head 
office of the Northern Assurance Company. He had 
lived at The Hyde, near Luton, since 1925, and had 
taken a keen interest in local affairs until a year ago, when 
his health obliged him to lessen his activities. He was for 
some time a member of the Bedfordshire County Council, 
and was High Sheriff in 1929; he was also a member of 
the Luton bench and a deputy lieutenant for the county. 


Mr. M. T. Costello 

The death is announced of Mr. Costello, London 
manager of the National Bank of Australasia. He had 
been in the service of the bank for 45 years, of which 
30 years were spent in Australia. He was appointed 
secretary of the London office in 1918, and London 
manager in 1929. 


Mr. J. W. Nightingale 


The death is announced of Mr. John Webster 
Nightingale, who was formerly general manager of the 
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Manchester and County Bank. He was 76 years of age, 
and had retired from the bank in 1927 after over 55 years 
of service. 


Mr. George Niven 

The death is announced of Mr. George Niven, a member 
of the London board of the Commercial Bank of 
Australia. He had been in the service of the bank for 
more than 50 years, and was highly esteemed in 
Australian banking circles. Mr. Niven opened the 
London office in 1882, and was manager until 1903, since 
when he has been a director. 





American Banking 
By a Correspondent 


HE first five weeks of the New Year brought no 
| concrete changes to the financial situation in the 
United States, but they witnessed a renewed 
deterioration of sentiment. In the markets business was 
excessively dull and the tendency was for prices to 
weaken. Throughout the country bank failures again 
became numerous and as a consequence renewed hoarding 
of currency occurred. Business statistics gave evidence 
of no improvement and the political stalemate in Congress 
dragged on, punctuated by mildly disturbing outbursts 
from the inflationist group. 

In accordance with its new “ flexible’ policy enun- 
ciated at the beginning of January, the Federal Reserve 
System attempted to lighten its portfolio of government 
securities under cover of the seasonal return flow of 
currency to the banks. But the development was 
arrested within three weeks after a reduction of only 
$88,000,000 in the System’s $1,851,000,000 of holdings 
due to the abrupt reversal of the flow of currency. The 
volume of money in circulation, which normally declines 
rapidly up until the middle of February, this year began 
rising in the second week in January and by February 1 
outstanding circulation was only $80,000,000 below the 
Christmas peak. This development, combined with the 
reduction in Federal Reserve holdings of government 
securities and a small net loss in gold, cut deeply into the 
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excess reserves of member banks of the System. The 
excess which had amounted early in January to more than 
$600,000,000 fell to about $480,000,000 by the first week 
in February. 

Despite this reduction in excess reserve the money 
market experienced a general downward revision of 
rates in the latter part of January. The New York 
Clearing House banks, which had for some time been 
disputing among themselves over a proposal to eliminate 
entirely interest on current deposits, compromised on a 
reduction to + per cent., which became effective as from 
January 25th, as against $ per cent. paid previously. 

This action was followed immediately by a corre- 
sponding reduction in the rate of interest paid on foreign 
deposits and by a cut in open market discounts to } per 
cent. for three months’ bills, which is a record low rate. 
Savings banks which had been paying 34 per cent. 
announced that the next quarterly dividend to depositors 
would be at the rate of 3 per cent. and there have been 
intimations that the rate will subsequently be cut to 
24 per cent. 

One of the most troublesome problems at the moment 
is the frozen condition of mortgages on both urban and 
rural real estate. In the agricultural sections of the 
country farmers, unable to meet either interest or principal 
upon their mortgages at the present level of prices for farm 
products, have banded together to frustrate the attempts 
of mortgagees to foreclose. The method followed was for a 
group of several hundred farmers to attend an auction of 
foreclosed property and to buy in the land, buildings and 
chattels for a few dollars, turning them over immediately 
to their former owner. Agents of the mortgagees, which 
were mostly large eastern insurance companies, were 
effectively prevented from themselves buying in the 
property by the determined attitude of the farmers, 
customarily symbolized by a hangman’s noose suspended 
from the rafters of the barn. Faced with this situation 
the largest insurance companies announced a “ mora- 
torium ”’ on farm mortgage foreclosures. The capitulation 
of the insurance companies does not mean that the farm 
revolt has gone beyond the possibility of control by the 
legal authorities; but it was manifestly inexpedient for 
the insurance companies of New York and New England 
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to attempt to take possession of great numbers of, to 
them, utterly useless Middle-West farms in the face of 
widespread popular opposition. The farms could not 
have been sold except at the absurd figures bid by the 
militant farmers themselves and they certainly could 
not have been operated by the insurance companies. 

In the urban centres the mortgage problem, while less 
spectacular, is no less acute. Under current conditions 
most urban real estate is not earning enough to meet the 
charges on mortgages, placed during the boom period. 
Buyers are almost non-existent and even where mortgage 
property can be sold the proceeds are insufficient to meet 
the obligation. The situation is further complicated by 
the volume of ‘“‘ guaranteed mortgages *’ outstanding in 
the hands of the public. The case of New York City is 
typical, although it is probably better than the average. 
There are outstanding approximately $3,000,000,000 of 
guaranteed mortgages and mortgage certificates floated 
by a group of mortgage companies which for many years 
have occupied a reputable and useful place in the financial 
machine. The function of these companies was to lend 
money against mortgages on improved real estate and 
then, having added their guarantee, to sell the mortgages 
or participating certificates therein, to savings banks, 
insurance companies, trust companies and private 
investors. 

Since the majority of these mortgages are for a term 
of four years, about 25 per cent., or $750,000,000, matures 
annually. At the beginning of 1932 when the mortgages 
placed during the boom period began to mature, the 
mortgage companies invoked a clause in their contracts 
permitting them to postpone for eighteen months the 
payment of principal on maturing obligations, meanwhile 
maintaining payments of interest at the scheduled rates. 
By next June eighteen montiis will have expired since this 
postponement clause was first invoked. It follows that 
from then on the mortgage companies will be faced with 
a demand to make good on their guarantees. With a 
large part of the property on which these guaranteed 
mortgages are based entirely unable to meet the charges 
against it and incapable of being sold for anything like 
the value of the mortgages, the mortgage companies are 
in a critical position. 
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Since the first of the year desperate efforts have been 
on foot to devize a way of meeting the crisis. In 
collaboration with commercial banks and trust companies 
and with the Reconstruction Finance Corporation, efforts 
are being made to organize a large corporation to assist 
the mortgage companies in meeting the demands soon to 
be made upon them. At the same time the problem is 
being attacked directly by appeals from the mortgage 
companies to holders of their securities to accept a 
voluntary reduction in the “‘ guaranteed ”’ rate of interest 
paid them. The standard rate has been 54 per cent. and 
the largest of the mortgage companies, the New York 
Title & Mortgage Company, has asked holders of its 
certificates to accept a reduction to 4 per cent. It is 
hoped that if such voluntary concessions can be secured 
from the mortgagees and the benefits passed on to 
distressed mortgagors, the latter may be able to apply any 
additional earnings toward a reduction of the principal 
of their indebtedness. In this way it may be possible 
gradually to scale down the inflated mortgages of the 
boom period to figures corresponding with present day 
conditions. 

In the light of this state of affairs it is small wonder 
that new mortgage money is almost non-existent, that 
the real estate market is completely demoralized and 
that many owners of real estate have so far lost hope of 
recouping their positions as to cease to struggle against 
adversity, thereby adding to the difficulties of the real 
estate problem. 

The increased number of bank failures since the first 
of the year reflects several factors. In part, the develop- 
ment is seasonal, and in part it is a natural aftermath of 
the intense efforts made last year by the Reconstruction 
Finance Corporation to prevent bank failures. While the 
panic was extreme in 1932 the R. F. C. went to the 
limit in supporting tottering banks. It was natural 
to expect that with the subsequent recovery in confidence 
a good many of these institutions would have to be 
allowed to fall. This natural development was probably 
accelerated by the outburst of criticism that has been 
directed against the .R. F. C. for having made unsound 
loans. At any rate the lending policy of that institution 
has undergone a noticeable stiffening. On top of 
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this came the publication, at the insistence of Congress, 
of complete records of all loans made by the R. F. C. 
since its inception a year ago. In the case of many 
small banks the sudden intelligence conveyed to the 
depositors that the institutions were borrowing from 
the R. F. C. served to bring about runs that resulted 
in suspension. 

As a result principally of the resale by the Federal 
Reserve Bank of New York of $32,163,100 out of the 
$95,550,000 ear-marked for it in London on December 15 
in connection with the British war debt payment, the 
monetary gold stocks of the country, which had ex- 
perienced an uninterrupted rise since June 15, began to 
decline Jate in January. An additional factor was the 
almost daily occurrence in the latter part of January and 
continuing into February of losses due to the ear-marking 
of gold in New York for foreign account. These losses 
aggregated $19,000,000 in January and an additional 
$10,000,000 or $12,000,000 has been lost the same way 
in the first week in February. In the judgment of the 
financial district, a large part of this gold has been 
ear-marked for British account. 

Against these losses there have been substantial 
imports of gold from France, Holland, India, England, 
Canada and the Far East. The net movement in January 
was a gain of $38,000,000. 

The filibuster against the Glass bill to reform the 
banking system, having at length been broken, the 
measure was passed by the Senate in January and 
awaits action by the lower house in Congress. Its fate 
there remains highly problematical and there is every 
evidence of extreme reluctance on the part of Con- 
gressional leaders to plunge into the bitter debate which 
is certain to follow the introduction of the bill. This 
debate will, of course, centre chiefly about the branch 
banking provisions. As amended by the Senate the 
section of the bill dealing with branch banking appears 
innocuous enough. It merely permits national banks to 
establish branches within the limits of the States in 
which they operate where the laws of those States 
specifically permit them to do so. But even in this 
greatly restricted form the measure will be strenuously 
opposed by the now thoroughly aroused independent 
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bankers of the country. President-elect Roosevelt is 
reported to favour the enactment of the measure but he 
has not publicly declared himself. Without his support 
it seems certain to be defeated, but with his support it 
stands at least an even chance of passage. 


French Banking 


By a Correspondent 


HE French money market underwent during 

January a fundamental change. Until the end 

of 1932 it was very easy. The plethora of 
funds made it easy to cover credit requirements, and 
although there was a slight increase of short-term 
interest rates, this was not accompanied by a marked 
decline of the volume of resources. In the course of 
January, however, this state of affairs has gradually 
undergone a change. The Government, in order to cover 
the budgetary deficit, had to issue large amounts of 
Treasury bills. These were taken up by the leading 
banks, and have absorbed a large part of the market’s 
resources. As a result, short money rates have risen 
considerably. 

Until December, 1932, the market rate of discount 
remained about xr per cent. In January it rose to 
1% per cent., and at the beginning of February it rose 
still higher. The rising tendency did not confine itself 
to the discount market, for the loans on Bons de la 
Défense Nationale were affected to an even greater 
extent, as is shown by the following table :— 


End of End of 4th 
December, January, February, 
1932 1933 1933 
Market rate of discount .. ~. 14% 148% 2%, 
Call money Si - he #% 13% 134% 
Loans on Bons de la Défense 
Nationale :— 
Market rate fori month .. 1% 13% 24% 
Market rate for 3 months .. 14% 2% 28% 
Rates of loans on securities :— 
Quoted on the Parquet a 4% r $% 
Quoted on the Coulisse a 44% 44% 44% 


The rate of loans on Bons de la Défense Nationale 
rose from 17; per cent. at the end of December to 


FRENCH BANKING 231 


1? per cent. at the end of January for one month, and 
from 14 to 2 per cent. for three months. The rate on 
Treasury bills recently issued rose in the same proportion. 
The issue made at the end of January bore interest at 
1? per cent. for one month and 2 per cent. for three 
months, and even at these rates it was only with some 
difficulty that the Treasury bills were placed. The 
Caisse de Dépéts et Consignations, which manages the 
funds of savings banks, and possesses therefore large 
amounts of capital, had to intervene in order to check 
the rise of the rates on loans on Bons de la Défense. 
In fact, it tried to force down these rates, so as to 
facilitate the issue of the new Treasury bills, but its 
efforts proved abortive. In face of the heavy demand 
for such loans, it was compelled to raise its rates early 
in February to 2} per cent. for one month and 24 per 
cent. for three months. Market rates responded imme- 
diately to the same extent, and this explains the rise 
between January 31 and February 4, as shown in the 
above table. 

Between December 31 and February 4, the market 
rate of discount advanced from 14 to 2 per cent. The 
market rate of loans on Bons de la Défense advanced 
from 1-3; to 24 per cent. for one month and from 14 to 
2% per cent. for three months. It is for the first time 
since 1929 that such a marked and sudden rise has 
occurred in short-term money rates. 

The rise of money rates was due, as we said above, 
to heavy Treasury bill issues which have absorbed a 
considerable part of the market’s resources. Since the 
spring of 1932 the leading Paris banks—and especially 
the “big four’’-—have had to take up Treasury bills 
to an amount of about 12 milliard francs. The major 
part of this amount was subscribed towards the end of 
1932 and in January last. The leading commercial 
banks possess large liquid funds; as having repatriated 
in 1930 and 1931 their balances from London and New 
York, they had increased considerably their franc 
balances. Between November, 1929, and November, 
1931, the amount of their cash increased from 2,000 
millions to 12,295 millions. As they had to take up 
Treasury bills, their cash resources declined considerably. 
Although their returns are published with much delay, 
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the figures for November 30 indicate the beginnings of 
the decline :— 


Combined Returns of the Crédit Lyonnais, Comptoir National d’Escompte, 
Société Générale, and Crédit Industriel et Commercial. 


Nov. 31, Aug. 31, Nov. 30, 


1931 1932 1932 
ASSETS. (Millions of francs) 

Cash in hand and at the Banque 
de France “0 os .» 12,295 11,702 10,667 
Correspondents .. “ -. 1,796 1,183 937 
Discounts - wi .. 19,701 18,621 21,170 
Advances, etc. .. ‘i ws 1,145 1,131 1,058 
Current account debtors re 8,854 8,052 7,965 

LIABILITIES 

Current accounts and deposits :— 
ae ws se -» 37,019 36,148 37,257 
Time .. a ia eu 1,331 1,286 1,312 
Bills payable os a se 567 350 288 
Securities .. sa “ - 229 233 233 
Capital and reserves ‘e xe 2,863 2,876 2,877 


Between August and November, 1932, their cash 
declined from 11,702 millions to 10,667 millions, or by 
over one milliard francs. At the same time, discounts 
increased from 18,621 millions to 21,170 millions, or by 
about 24 milliard francs. The increase in discounts is 
not due to an increase in the amount of trade bills dis- 
counted, for, on the contrary, owing to the economic 
crisis, the volume of commercial bills has continued to 
decline. It is due exclusively to the acquisition of 
Treasury bills, and so it does not indicate a revival of 
trade but an increase of the requirements of the Govern- 
ment. Since November the amount of cash held by the 
banks has certainly undergone a further marked decline, 
while owing to the acquisition of Treasury bills on the 
eve of the maturities at the end of December and January, 
their holdings of bills have expanded still further. 

The funds loaned by the banks to the Treasury should 
in theory return to the market, and, in fact, the Treasury 
spent immediately the amounts received to meet its 
maturities. The whole amount of its disbursements did 
not, however, return to the banks. The French public 
has always shown a marked inclination for hoarding 
of bank notes, and this habit is now being stimulated by 
the financial uncertainty. Thus, part of the amounts 
paid out by the Treasury has remained hoarded, and so 
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the issue of Treasury bills has caused a diminution of 
the resources of the money market. Although it is 
impossible to estimate the amount of new hoarding, it is 
undoubtedly substantial. 

The weekly returns of the Bank of France confirm 
the view that, during the last few months of 1932, the 
amount of notes hoarded has increased. The following 
figures show the changes in the note circulation and 
private deposits and current accounts :— 


Note Private 
Circulation Accounts 


(Millions of francs) 


1932—August is “i in 80,600 22,330 
September .. a ‘a 81,000 22,610 
October - or - 81,410 22,340 
November .. ‘cs ha 82,120 21,540 
December... pe - 83,060 21,560 

1933—January ai 83,580 19,900 


Between August, 1932, oa January, 1933, private 
deposits and current accounts declined from 22,830 
millions to 19,900 millions, or by nearly 2$ milliard 
francs. This contraction indicates that the cash resources 
of the banks have declined considerably, as a large part 
of their resources are deposited with the Bank of France. 
On the other hand, the note circulation increased from 
80,600 millions to 83,580 millions, or by nearly 3 milliards. 
The annual report of the Bank of France shows that 
the increase of the total was due mainly to an increase 
of 500-franc and 1,000-franc notes. As these notes are 
not circulating to a very great extent, their increase 
undoubtedly indicates additional hoarding. 

The more stringent conditions in the money market 
are not therefore due to a real contraction in the volume 
of capital, but mainly indicate the uneasiness of the 
public in face of the uncertainty of the financial situation. 
The public is reluctant even to place its funds on sight 
deposit. Absurd as this attitude is, it is easily under- 
standable by anyone acquainted with the distrustful 
nature of French capitalists. 

To sum up, it is easy to explain the recent increase 
in money rates. The leading banks have subscribed to 
large amounts of Treasury bills, thereby depleting their 
cash resources. As these resources constitute the leading 
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factor in the French money market, their contraction 
has resulted in an immediate firmness of interest rates, 
which manifested itself particularly at the end of January, 
when Treasury bill issues were particularly heavy. 

The view is held in the money market that the leading 
banks have practically exhausted their resources for 
subscribing Treasury bills, for their cash reserves have 
declined to such extent as to make it very difficult for 
them to meet withdrawals of deposits. And yet, 
M. Herriot’s proposal of a supervision of banking accounts 
for the purpose of preventing fiscal fraud, resulted in 
certain withdrawals of deposits. This scheme has not 
yet been abandoned, and it may be revived by the 
parties of the Left, especially under the pressure of the 
Socialists, who insist upon a hard fight against fiscal 
fraud. The banks realize the danger attached to the 
discussion of similar schemes, and want to be in a position 
to be able to meet their liabilities if a withdrawal of 
deposits take place. They are determined, therefore, to 
maintain a very liquid position. 

It is true that the banks may avail themselves, if 
necessary, of the assistance of the central bank, by 
making use of their rediscount facilities with that 
institution. They are reluctant, however, to rediscount 
their bills with the Bank of France; it would cause them 
a loss, for the official rediscount rate is 24 per cent., 
while the Treasury bill rate is only 2 per cent. It is, 
therefore, contrary to the interest of the banks to increase 
their Treasury bill holding beyond a certain limit. 

The leading banks hold at present about 12 milliards 
of Treasury bills, out of a total amount of discount less 
than 25 milliards. Nearly half of their portfolio is repre- 
sented by Government debts. This is a rather high 
proportion, which cannot be exceeded, especially as 
Treasury bills in France are considered an immobilized 
asset. The Government will be most probably unable 
to meet them on maturity, and will have to ask the 
banks to renew them for another three months. In such 
circumstances, it is probable that the leading banks will 
refuse to subscribe to any more Treasury bills, or will 
strictly limit their subscriptions. What will be the 
result? At present the budgetary deficit is nearly one 
milliard francs per month, and the Treasury has to find 
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this amount to meet its liabilities. As it cannot rely 
upon the public, which, since the last conversion opera- 
tion, is no longer keen on acquiring Government bonds, 
it has to depend upon the banks. 

The question is whether, in case of a refusal on the 
part of the commercial banks, the Treasury will turn 
towards the Bank of France. It also remains to be seen 
whether the Bank of France would lend itself to such a 
transaction, and whether Parliament would authorize it. 
It is probable that the Government would be reluctant 
to embark upon such course, owing to the memories of 
the financial crisis of 1926. It is more probable that the 
gravity of the situation of the Treasury would induce 
Parliament to modify its attitude and accept the con- 
stitution of a Government which, relying upon the 
moderate parties, would succeed in balancing the budget 
and in restoring the confidence of capitalists. In that 
case, hoarding would cease and the money market would 
become once more easy. 

The firmer tone of the money market is due much 
more to psychological causes than to technical causes. 
This explains the suddenness of the rise of interest rates. 
Should the financial situation improve, a return of funds 
to the market would result in a marked decline of money 
rates. It ought to be borne in mind that at the beginning 
of 1933 the amount of hoarded notes exceeded 25 milliard 
francs. There are ample liquid funds, but owing to the 
uncertain situation the owners of these funds are unwilling 
to employ them even in the form of three months’ loans. 





German Banking 


By a Correspondent 


Y the middle of February only two of the leading 
B German banks had published their accounts for 
1932, namely, the Berliner Handelsgesellschaft 

and the Reichs-Kredit-Gesellschaft. Both are institu- 
tions without branches, but the early publication of 
their accounts cannot be wholly ascribed to the fact 
that there is no need for them to close a large number 
of accounts. They had also the advantage of being able 
to settle quickly the questions of valuation and of writing 


. 
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down of assets, while for the other banks these problems 
are much more complicated. 

Both the Berliner Handelsgesellschaft and Reichs- 
Kredit-Gesellschaft have declared a dividend of 5 per 
cent. for 1932 against 4 per cent. for the previous year. 
It is also understood that dividends can be paid by 
several medium-sized provincial banks, such as the 
Bavarian banks, the Bayerische Hypothekenbank and 
the Bayerische Vereinsbank. The shareholders of the 
three leading banks—DD Bank, Dresdner Bank and 
Commerzbank—will have to do without a dividend also 
this year, and, in fact, it is not even certain whether 
they will be able to avoid a loss. The main cause of 
the difference between the results of the two classes of 
banks lies in the heavy overhead charges of the big 
banks. In former days it was taken for granted that 
the expansion of a commercial bank resulted in a 
reduction of costs and an increase of profits, but during 
the crisis it has become evident that the big banks 
with hundreds of branches are at a disadvantage against 
the medium-sized banks. Their losses on loans are 
larger because of the almost unsurmountable difficulty 
of following closely enough all commitments of their 
immense organization, and apart from this, the profits, 
amounting to a few millions, earned on Stock Exchange 
and issuing business, plays for the big banks a very 
subordinate part, while it goes a long way towards 
improving the situation of the medium-sized banks. 

The increase in the dividends of the Berliner Handels- 
gesellschaft and the Reichs-Kredit-Gesellschaft shows 
that banking has become more profitable in 1932. 
Although the margin between interest rates has declined, 

Berliner Handels Reichskredit 
1931 1932 I931 1932 


Earnings from :— Millions of Reichsmarks 
Interest... oo - 6°7 5°8 6-8 6°7 
Commissions aii eee 3°1 2°8 2°7 4°0 
Securities and participations — I-o — — 

Expenses es oe jn 6-2 6°4 7°9 4 

Writing down 2°5 I°5 — — 

Net profit ‘ sie II I*7 1-8 2°3 

Dividend ate sie ani I'l I*4 1-6 2°0 

Capital ine ai oa 28 40 40 

Creditors a . 203 253 482 513 


Balance-sheet total es ... 369 326 570 591 
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losses on bad debts have also become smaller, and the 
yield on securities has increased. The accounts of the 
Handelsgesellschaft distinctly indicate all these factors, 
while those of the Reichs-Kredit-Gesellschaft do not 
indicate any writing down. 

The turnover of German banks declined in 1932, in 
accordance with the general tendency of German economic 
activity. The deposits of banks fell, on the average, by 
5 per cent., while loans showed reductions of about 
10 per cent., this being partly due to the writing down 
of bad debts. The Handelsgesellschaft shows a marked 
contraction of outside resources, for this bank, which 
operated formerly to a great extent with foreign credits, 
reduced considerably in 1932 its credits under the 
Standstill Agreement. On the other hand, the Reichs- 
kredit is the only German bank whose deposits increased 
during 1932. The increase of its prestige brought the 
bank a number of new clients, but during the past year 
several business undertakings have relinquished their 
connection with the big commercial banks and estab- 
lished relations with banks without branches. For this 
reason, both banks view the outlook hopefully, and 
expect that the year 1933 will also result in good profits. 

The Handelsgesellschaft suffered a heavy loss in 
February through the death of Herr Carl Furstenberg, 
founder and for many decades head of the bank, who 
only retired from the active management of the bank 
two years ago, at the age of eighty. The bank owes its 
exceptional position to Herr Furstenberg’s banking 
principle. He was always against the opening of 
branches, even at a time when his policy appeared to 
be old-fashioned. Thus, although his bank is a joint- 
stock company, it succeeded in preserving the character 
of a large private banking firm. 

Another banking institution which shows a satis- 
factory result for 1932 is the Deutsche Girozentrale, the 
central institution of German savings banks and municipal 
banks. As is well known, savings banks were affected 
to a peculiar extent by the crisis of 1931. They were 
only able to open their doors in August, 1931, because 
they obtained from the Reichsbank, through the inter- 
mediary of the newly-formed Akzeptbank, credits of 
Over 1,000 million reichsmarks. The decline of savings 
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deposits went on until the summer of 1932, when the 
savings banks owed the Akzeptbank and the Reichsbank 
nearly 1,100 millions. Since then, however, they have 
succeeded in reducing this figure considerably, and at 
the end of January, 1933, their indebtedness amounted 
to 550 million reichsmarks only. A slight increase of 
deposits, together with a reduction of loans and especially 
a realization of large amounts of securities—mostly 
those earning a fixed rate of interest—have contributed 
towards this improvement. The Deutsche Girozentrale 
has facilitated the reduction of the indebtedness of 
savings banks to the Reichsbank, by acting as a clearing 
house between them; and while at the end of 1931 it 
had itself considerable debts, a year later it was in 
a position to publish a very liquid balance-sheet. Steps 
are being taken to consolidate the outstanding amount 
of the debts of the savings banks to the Akzeptbank, 
so as to prevent them from having to apply all the funds 
at their disposal to the reduction of their debts. This 
should enable them to resume the granting of loans to 
their customers. 

Trade demands upon the resources of the Reichsbank 
declined considerably at the beginning of 1933, and the 
commercial banks themselves are also very liquid, as 
the demand for fresh credit is negligible. In addition, 
there is a strong and steady reflux of notes and silver 
coins. The demand of the public was exaggerated last 
year by the hoarding of notes, but it has now declined 
to the low level corresponding to the magnitude of the 
economic depression. On January 23, 1933, the amount 
of Reichsbank notes and other bank notes, silver and other 
token money was only 5,030 million reichsmarks. This 
is the lowest figure since 1926. As the Government 
encouraged the issue of silver coins, so as to obtain 
a profit, the circulation of the Reichsbank is only about 
two-thirds of the total monetary circulation. The note 
cover is now 28 to 29 per cent. against 23 to 24 per cent. 
last autumn, as although the gold and foreign exchange 
holding of the Reichsbank has not increased, its note 
circulation has declined. For some months past the 
Reichsbank has been able to offset supply and demand 
of foreign exchanges, but it has been unable to accumulate 
any appreciable amount of foreign balances. Moreover, 
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it ought to be borne in mind that part of the gold and 
foreign exchange reserve of Rm. 920,000,000 has 
a counterpart in foreign short-term debts. The 
Reichsbank owes foreign central banks only $86,000,000 
(Rm. 360,000,000), but through the Gold Discount Bank 
owes an American banking group another $45,000,000 
(Rm. 190,000,000). Should the Reichsbank be made to 
repay another instalment of the central bank credit, 
the reserve ratio would decline. 





South American Banking 
By a Correspondent 


ENERALLY speaking, the economic situation in 
(5 South America remains depressed. Exchange 

control regulations are still strictly applied, and 
in some directions have been tightened by the institution 
of control over the import and export trade. 
Undoubtedly, the enforced economy in regard to imports 
has caused a considerable lowering of stocks, so that 
there exists a large potential demand for foreign manu- 
factures which should manifest itself so soon as normal 
freedom is restored in the international markets. 
Meanwhile, banking business continues difficult. 

Despite the continuance of the general depression, 
there have been certain developments warranting perhaps 
rather more optimism in the future. For example, by 
the election of Dr. Arturo Alessandri as President of 
Chile on October 30 last, constitutional Government has 
been restored. One of the first acts of the new President 
was to tackle firmly the long-drawn-out uncertainty in 
the nitrate of soda industry; the ‘‘ Cosach”’ combine 
is in course of liquidation and the reorganization of 
the capitalization and marketing arrangements of the 
industry will, it is believed, be undertaken along lines 
more in consonance with the actualities of the situation 
in the world fertilizer markets. Further, in Brazil, 
following upon the settlement of the Sao Paulo revolu- 
tion, the authorities are extending their efforts to 
resuscitate the coffee industry, and have made a very 
important change of policy in regard to taxation. 

The total value of the foreign trade of Argentina in 
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1932 WaS 934,323,000 pesos (gold), against 1,157,043,000 
pesos (gold) in 1931. Imports in 1932 were valued at 
367,956,000 pesos (gold) in comparison with 516,484,000 
pesos (gold) in 1931, whilst the value of exports was 
566,366,000 pesos (gold), against 640,558,000 pesos (gold). 
The favourable balance of merchandise trade of 
198,410,000 pesos (gold) in 1932 compares, therefore, 
with one of 124,074,000 pesos (gold) in 1931. The above 
figures do not include movements of gold or silver. It 
had been estimated in authoritative Argentine quarters 
that a surplus of exports for the year of 200,000,000 pesos 
(gold) would be adequate to equalize the country’s inter- 
national balance of payments, and it will be seen that 
this figure has been practically achieved. It must be borne 
in mind, however, that, owing to the foreign exchange 
restrictions, considerable funds are held up in Argentina 
awaiting remittance. 

While the decline in Argentine import trade is due 
mainly to the foreign exchange restrictions, the latter 
are less severe than in certain other South American 
countries. Exchange purchased by the banks in 1932 
totalled 1,338,325,000 pesos (paper), and that sold, 
I,339,023,000 pesos (paper). Exchange sold under the 
heading of “imports and financial services”’ was 
942,547,000 pesos, whilst that allotted to private persons 
was 161,422,000 pesos, and that to the National Govern- 
ment 158,297,000 pesos, the balance having been allotted 
to the Provincial and Municipal Government and to 
the banks to cover overdrafts. 

In this connection, the following comment taken 
from a reliable source is enlightening: ‘‘ That imports 
are steadily falling away, with a reasonable certainty 
that the first quarter of 1933 will see even less movement 
in this direction, must be attributed almost wholly to 
the fact that Argentina is no longer a free market. 
Duties, even though heavy, can be provided for by 
f.o.b. invoices; the fluctuations in currencies are counter- 
acted by drawing in the currency of the country whence 
shipments are made, or, maybe, in the currency of a 
country thought to have a stable standard of value; 
but no provision is possible against the legal right of a 
debtor to affirm that he cannot pay for the goods he 
had ordered because, by no manner of means, short of 
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breaking the law, can he send the equivalent of their 
cost out of the country. This is no fault of the Exchange 
Control Committee; whether the system under which 
that Committee was originally evolved diagnosed 
Argentina’s needs correctly is a question upon which 
opinions differ, though there are no two opinions con- 
cerning the serious menace to national prosperity, or 
even to a reasonably speedy recovery, that lies hid in 
the steady downward movement of her trade returns.”’ 

The visit to England of the Argentine Trade Mission 
under Dr. Roca, the Vice-President of Argentina, gives 
rise to the hope that something may be accomplished 
to obtain concessions for this country in the Argentine 
customs tariff, and also by relaxation of the foreign 
exchange restrictions in favour of Great Britain. In 
view of our position as the chief customer of Argentina, 
it appears logical that we should receive special con- 
sideration in regard to remittances both in payment for 
British goods and the return of profits of British 
companies operating in Argentina. 

The latest returns of Buenos Aires bank balances 
relate to November, 1932, and show deposits totalling 
3,656,892,000 pesos (paper), against 3,658,502,000 pesos 
in the preceding month and 3,615,606,000 pesos in 
November, 1931. The corresponding aggregate for dis- 
counts was 3,219,145,000 pesos (paper), against 
3,217,596,000 pesos in October and 3,468,500,000 pesos 
in November, 1931, whilst cash reserves were 
862,581,000 pesos (paper), against 860,587,000 pesos and 
694,625,000 pesos, respectively. The end of November, 
1932, is, it is believed, the first occasion on which there 
has been no apparent preparation made for the increased 
monetary movement that lifting the crops of linseed, 
oats and wheat is usually held to imply. On the other 
hand, although the general stagnation of business must 
also be taken into account, the November figures furnish 
additional proof that legitimate business has no need for 
increased emission of currency. 

The immediate Argentine outlook is dependent upon 
the course of prices and conditions in the world markets 
for cereals, and the crops of wheat, oats and linseed are 
satisfactory as to both quantity and quality. With regard 
to maize, however, a serious factor is the invasion of 
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the crop-growing areas by swarms of locusts. These have 
chiefly affected the Entre Rios and Northern districts; as 
much as 40 to 45 per cent. of the crop has been destroyed 
in some areas. The meat import quotas established in 
Great Britain as a result of the Ottawa agreements have 
also had an adverse effect upon the Argentine livestock 
industry. In Patagonia, particularly, prices of sheep 
have fallen to such unprofitable levels that animals are 
being killed off on the farms, there being only a restricted 
demand from the freezing houses. The outcome of 
Dr. Roca’s visit to England is therefore awaited 
throughout Argentina with considerable preoccupation. 

In Brazil, exchange continues to be controlled by the 
Banco do Brasil, and banks now receive cover only for 
collection of bills, no remittances of any other nature 
whatsoever being permitted. Nevertheless, brokers are 
allowed to sell 6 per cent. of the amount of bills drawn 
against shipments of coffee offered by exporters to 
anyone who has permission to buy. The transactions 
are still handled by the Banco do Brasil, but the broker 
collects the premium obtained from the buyer and 
accounts for it to the exporter. 

Brazil has no stocks of gold, but the incineration of 
notes points to determined efforts to check inflation. 
The total of currency notes in circulation on December 31 
last was 3,004,095 contos of reis, representing a decrease 
of 2,274 contos since November 30. The issue of 400,000 
contos of reis made during the Sao Paulo revolution last 
year is now being gradually substituted by Obrigacoes, 
as was the original intention. Reference has already 
been made to the reversal of policy regarding coffee 
taxation, this having been mainly achieved by sub- 
stitution of the Sao Paulo State export tax by a Io per 
cent. increase in freights and a tax of 5 milreis per bag 
on all coffee leaving the State. In the past, every 
endeavour has been made to pass on taxes to the con- 
suming countries, with the result that Brazil’s competitive 
power has been progressively reduced. Under the new 
arrangement, while exporters continue to pay the same 
milreis prices as hitherto—so that consuming markets 
benefit to the extent of the reduction in export taxes— 
the producer has to carry the additional burden of the 
new 5 milreis tax. Although the markets continue to 
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be disturbed by rumours, the important change in 
policy referred to has led to greatly increased activity in 
the coffee trade, which is assisting to restore confidence. 
The quantity of coffee destroyed up to December 31 last 
was 12,155,296 bags, and the tone of the market is now 
definitely more favourable. The business situation is 
correspondingly brighter, and it is believed will continue to 
remain so. A further favourable factor is the control 
recently instituted by the Federal Government over 
the debts of the Brazilian Provinces and States, and 
it is believed that official recommendations for dealing 
with these will shortly be embodied in a Federal Decree. 

The recently-elected constitutional Government in 
Chile appears assured of the support of Congress in its 
policy of maintaining law and order, and President 
Alessandri has announced a programme for endeavouring 
to deal with the present economic crisis. In a Message 
to the Nation, the President has made it clear that 
Chileans must continue to face further sacrifices to 
maintain the national economy, while the strict control 
of exchange will be continued, so that only the most 
essential imports are likely to obtain exchange cover. 
The latest available returns of foreign trade cover the 
period January to October, 1932, and show that exports 
fell to 312,600,000 pesos of 6d., against 728,700,000 pesos 
and 1,095,000,000 pesos, respectively, in the corre- 
sponding periods of 1931 and 1930. Imports showed even 
more striking shrinkage, being valued at only 181,300,000 
pesos, against 643,800,000 pesos and 1,186,000,000 pesos, 
respectively. The visible balance of trade was therefore 
in favour of Chile to the extent of 131,300,000 pesos, as 
compared with 84,900,000 pesos in 1931 and an adverse 
balance of 91,000,000 pesos in 1930. 

In a report by the Financial Commission appointed by 
the Chilean Provisional Government to consider the 1933 
Budget Estimates, it was stated that, with additions to 
certain taxes, the estimated revenue might be increased 
from 519,994,300 pesos to 540,000,000 pesos. The 
calculated expenditure of 1,060,744,695 pesos did not 
include the service on the External Debt, which repre- 
sented a sum of 261,000,000 pesos of 6d., and the latter 
figure would, of course, be increased, if the service on 
the debt was met, by the surcharge on account of the 
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depreciated currency. The Budget for the current year 
has not yet been sent to Congress for approval. In present 
circumstances, it is apparently not considered prudent 
to reduce expenditure all round, but the Government is 
studying the possibility of reducing expenses in the 
Army and Navy by reorganizing these services on lines 
commensurate with current conditions. The Finance 
Minister is at present studying the possibility of increasing 
and creating taxes, which would produce some 210 million 
pesos, as well as an Excess Profits Tax, following the 
policy of imposing taxation on industries profiting by 
the present state of affairs. Over and above the ordinary 
expenditure, the Government requires some 187,000,000 
pesos to finance public works and unemployment dis- 
bursements. It is proposed to float loans for this amount, 
the service of which should be covered by the Unem- 
ployment Tax. Pending approval of the Budget, Congress 
has authorized the Government to pay salaries and 
effect other disbursements for January on the basis of 
one-twelfth of the Budget Estimates for 1932. The 
inevitable inflation in values in Chile following upon 
recent decrees, as well as the plethora of funds resulting 
from held-up remittances, is reflected in the Chilean index 
number of wholesale prices, which, on a base of 100 
for 1913, showed an uninterrupted rise month by month 
in 1932, and the latest figure published—for October, 
1932—is 293°9, an advance from 281-6 in September 
and from 142-3 in October, 1931. 

In Mexico and Peru, business is still unfettered by 
exchange regulations. In Mexico, it is believed that the 
worst of the depression has been seen and that prospects 
are definitely brighter. The only currency restriction 
is that foreign bank-notes or coin may not be imported, 
although payment by cheque or bill in any currency 
may be effected as usual. In Peru, cotton prices showed 
an advance in the autumn of last year, and, although 
there has since been a reaction, the tendency is now 
firm. A good crop of cotton is anticipated, and the 
old crop has been almost disposed of. The tendency in 
sugar prices has been similar, although they are still 
below those ruling a year ago. Generally speaking, the 
outlook in Peru should continue brighter provided there 
is no reaction in the international cotton markets. 
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The Central American countries continue to be 
affected by low coffee prices, and a feature of the situation 
is the limitation of interest rates by Government Decrees 
in both Colombia and Ecuador. 


International Banking Review 


ITALY 


INANCIAL reconstruction in Italy has made a 
EF considerable progress as a result of the issue of a 
43 per cent. loan of one milliard lire by the newly- 
formed Istituto per la Riconstruzione Industriale. The 
issue price was gI per cent., and in addition to the 
interest, prizes amounting to 5,000,000 lire will be drawn 
every year. The loan will be redeemable in twenty years, 
and its service is covered by the annual subsidy of 
80,000,000 lire granted by the Italian Government. The 
new Istituto will take over the assets and liabilities of the 
old Istituto di Liquidazione, which during the last ten 
years or so has supported banks and industrial under- 
takings by relieving them of their frozen assets. The old 
Istituto owed the Bank of Italy some 1,900 million lire; 
as a result of the new loan this debt will be reduced to 
1,000 million lire. In consequence, the position of the 
Bank of Italy will become much stronger. In virtue of 
the old agreement, a certain percentage of the bank’s 
profit and the proceeds of the bank note tax are allocated 
to the old Istituto. The total amount involved is about 
300 million lire per annum, and the new Istituto will be 
entitled to this sum for another eight years. The bonds 
were readily taken by the public, and the issue was well 
over-subscribed. 
SPAIN 


The Banque Belge pour l’Etranger has relinquished 
its control over its Spanish affiliate, the Banco Interna- 
cional de Industria y Comercio, Madrid. Ever since the 
war there seems to have been a general tendency for 
foreign banks to withdraw from Spain. It will be remem- 
bered that in 1923 the Westminster Bank closed down its 
Spanish branch, while a few years ago the Banco di 
Roma sold its Spanish affiliate to the Banco Espanol de 
Credito. On the other hand, some foreign banks, such 
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as the Crédit Lyonnais, the Anglo-South American Bank 
and Lazard Brothers, seem to have found it possible to 
take root in Spain. 


AUSTRIA 


The great majority of the creditors of the Creditan- 
stalt have declared themselves prepared to accept the 
terms of the funding agreement. This does not, however, 
mean that these terms were regarded as satisfactory, for 
on the contrary, few people have a good word to say for 
the agreement which is regarded as a most confusing 
document. If in spite of this the bankers are reluctant 
to reject it, it is because after nearly two years of 
negotiations even a bad settlement is considered better 
than no settlement at all. 

While the creditors are dissatisfied with the agreement 
it is subject to attacks also from the Austrian side. The 
Government itself strongly disagrees with various points 
that have arisen since its conclusion. It is only with 
reluctance that it has consented to the appointment of 
Mr. Tereschenko as the head of the holding company 
that is to take charge of the foreign assets of the Creditan- 
stalt. Mr. Tereschenko has actually began his work in 
connection with the preparation of the company. The 
Austrian Government objects, however, to the figure of 
his salary which, though less than half of what is paid 
to Mr. van Hengel, is, nevertheless, several times higher 
than that of an Austrian Cabinet Minister. This point, 
however, is hardly likely to prove the stumbling-block. 
A much more important point of disagreement lies in the 
power of Mr. Tereschenko to realize at will any of the 
assets of the holding company. As they include the 
control of several enterprises of national importance, the 
Government is opposed to the granting of such powers. 
It is feared that the ratification of the agreement by the 
Austrian Parliament may meet with serious difficulties. 
The opponents of the agreement object to the heavy 
burden on Austria arising from it. The amount of the 
bonds to be issued is the following: {£2,392,000, 
$17,433,000, Fl. 2,598,000, 34,999,000 French francs, 
8,496,000 Swiss francs, 101,000 lire, and 212 million 
schillings. Interest is due from March I, 1932, and the 
first payment, amounting to 1,260,000 schillings, on 
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account of the arrears of interest, is payable on March 1, 
1933. An additional burden is the exemption of the 
Creditanstalt from taxation, so as to enable it to earn 
a profit. 


HUNGARY 

As a result of the negotiations carried on in London, 
the Hungarian Standstill Agreement which expired in 
February was renewed. As was to be expected it was 
impossible to obtain any improvement of the position of 
creditors. There could be no question of any repayments ; 
in fact, it has been agreed that the Hungarian Govern- 
ment should borrow 50,000,000 pengos from the blocked 
account of the foreign banking creditors. The amount is 
required for meeting the budgetry deficit. There was no 
reason why the creditors should withhold their permis- 
sion, as in any case they cannot make use of the blocked 
pengos. Attempts made for the unfreezing of these 
amounts have failed. 


POLAND 


The meeting of the shareholders of the Bank of 
Poland has passed some very important modifications in 
the statutes of the bank. In the first place, the gold 
exchange standard has been definitely replaced by the 
gold bullion standard. Henceforth the Bank of Poland 
will not be entitled to include in its note cover the figure 
of its foreign exchange holdings. In fact, these holdings 
have been converted into gold during the last few weeks. 
Although this change tends to increase the demand for 
gold, other changes introduced in the Polish banking 
legislation tend to produce the opposite effect. Thus, in 
accordance with the recommendations of the preparatory 
committee of the World Economic Conference, the 
reserve ratio has been reduced from 40 to 30 per cent. 
Moreover, while up to now the 40 per cent. was calculated 
on the note circulation plus sight liabilities, in future the 
30 per cent. will be calculated only on the note circulation 
plus any amount of sight liabilities in excess of 100,000,000 
zlotys. 
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Banking Reviews 


English Reviews 


N interesting article on ‘‘ The Course of Prices” 
A appears in the January issue of the WESTMINSTER 
BANK review. The writer points out the magni- 
tude of the task which confronts the world if an attempt 
be made to raise prices to the 1929 level, because the 
level of gold prices in the past three-and-a-half years, 
measured by the Bureau of Labour statistics in the 
United States, has fallen by 34 per cent. This article, 
however, deals only with the period since Great Britain 
left the gold standard. During this period, ‘“‘ while gold 
prices have continued to fall heavily, on balance, sterling 
prices are to-day practically where they were sixteen 
months ago’’; but this does not mean that sterling 
prices have attained stability, for the intervening fluc- 
tuations have been quite sufficient to disturb trade and 
industry. The fact that sterling prices have not fallen 
as much as gold prices has increased our competitive 
power, but the writer stresses the fact that “if gold 
prices continue to fall, either sterling prices must fall 
likewise, or we must be prepared to allow the pound to 
depreciate in terms of the dollar and the franc without 
any fixed limit,” otherwise our industrial costs will rise 
in comparison with those of our competitors. He does 
not consider, however, that Britain can find a solution 
for her difficulties by isolated action, and bases his hopes 
for the future upon an agreement being reached at the 
forthcoming Economic Conference which may lead to 
the removal of some of the worst barriers to international 
trade. This “ would do far more to raise the world price 
level than any number of formal resolutions regarding 
the desirability of higher prices, piously subscribed to 
by every nation in the world.” 

Some notes on ‘‘ World Trade and the Fall in Prices”’ 
may be found in BARcLAys BANK review for February, 
and the fall in prices over the same period is here given 
as 50 per cent., which is 16 per cent. more than the 
figure quoted above. The writer points out that this 
decline has not been uniform but has been greater for 
food products, raw textiles, non-ferrous metals, and 
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certain other raw materials; and less than the average 
for manufactured articles, raw iron, steel and coal. 
Allowing for this fall in prices, the decline in the volume 
of world trade is estimated in the “ Review of World 
Trade,” published recently by the League of Nations, as 
about 7 per cent. in 1930, 9 per cent. in 193I and II per 
cent. to 12 per cent. in the first six months of 1932. 

Under the title ‘‘The British Railway Problem,” 
Mr. Norman Crump has written a very able article in 
the February number of Lloyds Bank Review on the 
vexed question of railway versus road transport. He 
divides his examination of the problem into three main 
sections: costs, working conditions and safety. The 
first two sections were considered last year by the Salter 
Conference, and the report issued is, in the writer’s 
opinion, both fair and equitable and should be adopted 
at once. The relative safety of road and rail has not yet 
been specially considered, but in Mr. Crump’s opinion it 
is of equal importance: “The ratio of railway to road 
fatalities is 1 to 23, and the ratio of railway to road 
injuries is 1 to 29.’’ It is impossible in the space at our 
disposal to consider the many interesting suggestions 
made by the writer, but it should be noted that he hopes 
for future co-operation between road and rail. He con- 
cludes with the important observation that ‘ the public 
must remember that the railways are an integral part of 
the economic life of the country, and that if they are 
denied a reasonable chance of earning their living, the 
country as a whole will suffer.” 


Foreign Reviews 


Professor Gustav Cassel examines “‘ The Problem of 
Business Cycles’”’ in the January number of the SKAN- 
DINAVISKA KREDITAKTIEBOLAGET Quarterly Report, but 
we do not feel that his analysis leads to any very definite 
conclusions. In considering the period from 1870 to 
the war, he points out that the business cycles are all a 
wave movement in the construction of fixed capital. 
‘““ The crises are caused by an erroneous economic calcu- 
lation of quite a special nature, viz., an over-estimation 
of the savings which will be available for taking over the 
produced fixed capital.” He considers that in the 
event of a stable price level the business cycle movement 
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would lose a great deal of its momentum, and he stresses 
once again his view “that the economic development of 
the post-war period has, on the whole, been governed by 
monetary factors.’”’ We certainly agree with him when 
he states that “‘ the war and the upheaval of the entire 
monetary system imply an absolute discontinuity in the 
economic development, and every attempt to explain 
the economic development in the post-war period as a 
mechanical continuation of that of the pre-war period 
must be dismissed as being scientifically untenable.” 
But it seems far less certain that deflation is the most 
significant cause (as he suggests) of the increase of 
protectionism; we feel rather that deflation and the 
breakdown in the monetary machine, as well as the 
increase in tariff barriers, are due to the economic disloca- 
tion caused by reparations and war debts. 

The effect of Great Britain’s departure from the gold 
standard is reflected by the trade returns of Peru, pub- 
lished in the Boletin Mensual by the BANco CENTRAL 
DE RESERVA DEL Peru, Lima. Comparing the year 
1931 with 1932, the imports into Peru from the United 
States had fallen from 38-6 per cent. of the total imports 
to 29-4 per cent., whilst imports from the British Empire 
had risen from 23-9 per cent. to 29-6 per cent. At the 
same time there is a striking difference in Peruvian 
exports; whereas 28-6 per cent. went to the United 
States in 1931, only 12-4 per cent. of the total exports 
went thither in 1932; on the other hand, the share of the 
British Empire in Peru’s export trade has risen from 
32:6 per cent. to 43-4 per cent. 

The NATIONAL City BANK OF NEW YorK review for 
January also refers to the effect of the abandonment of 
the gold standard by Great Britain and the Dominions 
on the export trade of the United States. This is shown 
in a very marked degree by the contraction in the 
amount of wheat and flour exported from the United 
States. From July-December 1932 that country ex- 
ported 23,888,000 bushels compared with 75,766,000 
bushels the previous year. On the other hand, Canadian 
exports of wheat and flour for the same period increased 
from 117,533,000 bushels to 175,156,000 bushels. 

This review also contains some comments on the 
problems of war debts and international payments. 
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Referring to the large payments which have to be made 
on account of war debts the writer says: “‘ The essential 
point is that payments of such magnitude can be accom- 
plished only by transfer directly or indirectly of movable 
property of some kind to the creditor country.” He 
suggests that this problem at the moment is just as 
great, if not greater than that of raising the necessary 
funds from the nationals of any particular country by 
taxation. The writer admits the great difficulties under 
which the debtor countries are now living and the 
difficulties placed in their way for liquidating their debts 
and he wants to know what is the best policy for the 
United States to follow. Unfortunately, he is not at all 
sure, though he certainly is not in favour of depreciating 
the dollar. On the other hand, he feels that if the 
countries already off the gold standard do not stabilize 
their currencies the United States will have to raise their 
tariffs still higher. He sincerely hopes that this will not 
be necessary as, in that case, no debts would be collected 
at all. Underlying various other proposals is the sug- 
gestion that the countries now off the gold standard 
should be assisted back again, not necessarily at the old 
ratio, but at some new ratio to gold; and he concludes 
by saying: “ We offer no plan for the settlement of the 
debts, but any adjustments that are made should be 
such as to give full promise of the accomplishment of 
this purpose, as we believe it to be a fundamental factor 
in our own recovery.” 

The author of the GUARANTY SURVEY deals at some 
length with the problem of inflation. He says that 
inflation in the United States as a way out of the depres- 
sion is a policy advocated not by a minority whose views 
can only be considered as academic, but by many to 
whom it is a real political issue of vital importance. In 
fact, he states : ““ Congress may be called upon, either in 
this session, or more likely, in the next, to vote on some 
form of legislation designed to lower the purchasing 
power of the currency.’ The dangers of inflation are 
pointed out, and it is especially emphasized that the 
raising of all prices internally in the United States will 
not improve the position at all as between one class of 
producer and another. Credit and funds are already in 
abundance, and the writer justly points out that there is 
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no need to increase them because, if opportunities arose 
for the use of these funds, the banks would be only too 
pleased to grant the necessary credit facilities. ‘‘Conse- 
quently, those who favour inflationary legislation are 
advocating an increase in money circulation and an 
expansion in credit not warranted by the legitimate 
financial requirements of business under present con- 
ditions. It is not money or credit, but confidence, that 
is lacking. As soon as business is in a position to make 
sound use of money and credit, the facilities already 
existing will be found able to supply them in abundance.” 


Books 


BANKERS’ ALMANAC AND YEAR BOOK. 88th Edition. 
Published by THomMAS SKINNER & Co. (London, 
1932. Price 42s.) 


THE new edition of what has come to be regarded 
as “‘the Bible of bankers” is in every way up to the 
high standard set by its predecessors. It is somewhat 
smaller than the previous edition, partly because of the 
decline in the number of banks—through failure or 
amalgamation—during the past year, and partly because 
the publishers have left out some material which is not 
considered essential. 


PUBLICATIONS RECEIVED 
CAPITAL IN STERLING. By A. P. L. GorpoN. Foreword 
by Str JostaH STAMP. Cheap edition. London, 
1933. (Williams and Norgate, 3s. 6d. net.) 


THE LAW OF BANKERS’ COMMERCIAL CREDITS. By 
H. C. GUTTERIDGE. London, 1933. (Sweet and 
Maxwell, ros. net.) 


Str EDMUND WALKER. By G. P. DE T. GLAZEBROOK. 
With a Foreword by SiR ROBERT FALCONER. 
London, 1933. (Oxford University Press, Ios. net.) 





JUST PUBLISHED BY PITMAN’S 


TATE’S 
MONEY MANUAL 


(VOLUME II.) 


Edited by WILLIAM F. SPALDING, Fellow 
and Member of the Council of the Institute of 
Bankers; Editor of ‘‘ Tate’s Modern Cambist.” 


ECORDS all the important 
changes that have taken place in 
Currencies, Stamp Duties, Bullion 
and Exchange operations, etc., during 
the two years ending December, 1932. 
It is an indispensable supplement to 
TATE’S MODERN CAMBIST. 
Conveniently arranged for immediate 
reference. 
176 pp. 7/6 net. 
Send to the Publishers for full details of the 
Centenary Edition of TATE’S MODERN 


CAMBIST and TATE’S MONEY MANUALS, 
Volumes I. and II. 


SIR ISAAC PITMAN & SONS, LTD. 


PARKER STREET, KINGSWAY, W.C.2. 
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George Allen F Unwin Ltd. 


Credit and Peace 


A Way Out of the Crisis 


By FELIKS MLYNARSKI. 53. 
Deals with the reform of long-term 
credit, of central banking and of 


the reform of the budget policy of 
public bodies. 


The Money Muddle 
And the Way Out 


By F.W. PETHICK-LAWRENCE 
2s. 6d. 


The author’s remedy lies in 
stabilizing the price level by linking 
up the monetary unit—not to gold 
—but to a group of commodities. 


COMEDY OF THE POUND 


by 


PAUL EINZIG 
Author of “The Tragedy of the Pound,” ec. 


Price 7s. 6d. net. 


KEGAN PAUL 
68 CARTER LANE, LONDON, E.C.4 
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Table I GOLD HOLDINGS OF 


(IN MILLIONS OF £) 


I — 
| 


























| GERMANY 
ENGLAND| U.S.A. | FRANCE | BELGIUM NETHER: | pbenmMaRK) NORWAY | SWEDEN | | ee 
ma | | Total Abroai 
| | | 
1930 | 
JANUARY .. 150°5 601-9 | 341-8 33-6 37-0 9°5 8-1 13-5 | 111°8 7°3 3 
APRIL 156-2 620°9 341-0 33°8 35°7 9-5 8-1 13-4 | 124-5 73 3: 
JULY ee 156-3 | 615-1 355°6 34°3 35°7 9°5 8-1 13-3 | 128-2 73 4 
OCTOBER .. 155-6 | 611°0 | 395°3 36°2 32°7 9°5 8-1 13°3 119-6 73 51 
1931 | | . 
JANUARY .. | 145-9 604-3 | 432-6 |} 39-2 35°2 9°5 8-1 13-3 | 108-5 10°9 51 
APRIL oe 144-5 | 640-1 451°6 | 41-1 36°38 9-5 | 8-1 13-2 | 114°7 10-2 5 
JULY --» | 168°3 | 701-1 | 452-7 41-0 41-1 95 | 8-1 13-1 69-6 5-7 
OCTOBER .. | 134-8 644-9 | 481°5 71:3 58-0 9-0 8-0 | 10-9 63°7 49 6 
} | 
1932 | 
JANUARY .. 120-7 | 613-9 | 554-4 72°8 73°3 7°9 85 | 11°3 | 48:2 5:5 6 
FEBRUARY 120-8 610-4 | 576°6 72°4 71°5 8-1 8-5 | 11°3 46-4 3-2 © 67 
Marco ..| 120-8 603-9 | 609-8 72-0 72-6 8-0 8-5 | 11-3 45-4 3-4 6 
APRIL ee 120°8 | 620-1 618°2 | 71°8 73°2 8-0 | 8-5 | 11°3 43-0 3°9 6) 
May «- | 120°8 619°4 626°9 72-1 75°2 8-0 8-5 11°3 42-0 4°6 65 
JUNE -» | 181-7 565°2 | 645-4 72°7 78-9 8-0 8°5 11:3 42-2 4°3 6s 
JULY oe 136-1 530-0 | 662-8 73°3 81-0 7°4 8°3 11°3 40-7 4:3 7] 
AvuGUST ..| 138-6 538°6 661-5 75-1 84-3 7°3 7°8 11-3 37°5 3-1 79 
SEPTEMBER 138-9 569-8 662°0 | 74:8 85-2 7°3 7°38 11-3 37-6 3:1 75 
OCTOBER .. 139-4 591°5 665-2 73°8 85-5 7°3 7°8 11°3 39-0 3:1 “ 
NOVEMBER 139-4 617°1 668-5 74°6 85-5 7°3 7°9 11°3 40-0 3-0 - 
DECEMBER 139-4 626-6 671-1 74°3 85°3 7°3 7-9 11-3 | 40°5 2°8 a 
1933 | 
JANUARY .. 119-8 647-0 668°4 | 74-2 85:3 7°3 7°9 11°3 39°5 2:1 a 
FEBRUARY 126-4 668-9 659-3 74°6 84-9 7 79 11: 40-2 1-9 “ 





1 The figures are taken from the retum on 
2 Excluding a small amount held in tk Bai 
3 Gold and silver holdings. 


Table II CREDIT AND CURRENCY (millions of £) 











i 2 
CLEARING BANKS BANK OF ENGLAND 
Other Deposits* Government | 
Securities , 
Deposits Cash Advances in Banking Reserve* Notes in 
} i Bankers’ Depart- Circulation.® 
Total Balances | ment* | 
1930 | | 
JANUARY .. 1,767°5 192-0 | 969-1 111°8 75°5 | 64-9 53°5 355-8 
APRIL as 1,712-0 187-2 968-2 101-7 65-2 S| 57-1 60-6 359°8 
JULY ..- | 1,749-0 191-2 950-4 107-0 70:3 | 52-4 49-8 | 365-0 
OcTOBER .. | 1,791-0 188-7 | 922-3 95°9 61-0 42-2 60-6 | 2 
| 
1931 | | 
JANUARY 194-6 | 907-4 97-7 64°4 48-8 51°4 351°7 
APRIL 175-4 | 923-8 91-9 56-6 32-0 51°9 353-7 
JULY 180°7 | 896-7 103-1 69°3 36°3 56°3 358-1 
OCTOBER 172°9 | 894-4 120-4 68°3 56°5 | 53°6 | 356-8 
| 
P 
1932 
JANUARY .. | 1,677°1 176-9 889°3 112-5 74-3 45-3 49°9 345-9 
FEBRUARY 1,621°4 169°8 886-2 100°1 67°9 33-7 49°4 346-4 
MARCH .. | 1,639+1 171-0 886-0 88°9 54°6 35°7 | 35°3 360°5 
APRIL -- | 1,643°2 170-2 | 864-8 6 58-3 62-6 43-0 352-8 
May “< 1,661°1 176-1 | 855-7 *§ 77°5 69-4 45°8 | 354-2 
JUNE oe 1,726°5 188-2 | 836°8 121-3 86-5 67-1 48-0 363-0 
JULY | 1,765-2 187-7 820°5 122-7 88-2 68°8 44-3. | 369-3 ‘ 
AUGUST 1,812°6 189°6 | 800-7 115-0 79°5 73°1 | 48°6 365-3 
SEPTEMBER 1,826-3 189-6 787°3 114-0 80°6 69°9 54°6 359°8 
OCTOBER .. | 1,853°3 189-5 779-9 110-9 77°3 67-0 | 56-0 358-4 
NOVEMBER. . 1,858 °8 190-2 769-7 127-6 90-5 68:9 | 55-6 358-8 
DECEMBER | 1,943-7 203-1 758°4 136-2 102°4 102-4 23°6 371-2 
1933 | 
JANUARY .. | 1943-3 | 210-9 749-6 | 135°8 103-4 90-6 45-4 353-2 








i Average weekly balances, nine banks, i . Average of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month. 
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‘SS OF CENTRAL BANKS! Table I—cont. 



































= 
MANY oi ARGENTINA 
JS OLAND ZECHO- | ausTRIA |HUNGARY, ITALY |SWITZER-| spain re ee ae 
Kian RUSSIA POLAND SLOVAKIA| AUSTRIA HUN(¢ ITALY | LAND SPAIN | JAPA aa PR 
| j | | Office | la Nacion 
7°3 30-2 16°1 77 | «4:9 «| «58 56-1 | 23-6 | 101°7 | 107-3 | 87:9 1°3 
es 33-2 | 16-2 7:7 4:9 | 5:8 56-3 | 22-2 | 97-9 91:7 87-9 1°3 
a8 41°7 16-2 8-0 4-9 5°8 56-3 | 22-9 98-0 | 90-2 87-9 | 1:3 
a3 51-2 13-0 8-7 6-2 5:8 67-2 | 25-4 98-2 | 85-1 87°3 0-9 
. | | 
10-9 51:1 13-0 | 9-4 6-2 5:8 57-3 | 28-4 96-7 | 85-4 84-5 | 0-3 
10°2 53°2 13-0 | 9-4 | 6-2 4:5 57°4 | 25-5 96-0 85-9 77°4 | O-4 
ov 53°7 13°3 | 94 | 6-2 4-0 58:1 33-4 96-3 87:3 64-7 | 0-3 
4°9 60-2 13-3 | 9-3 5°5 3-8 58-9 67:4 90°3 82:3 | 57:1 | 0-3 
5 | 
55 67-4 | = 18°8 10:0 | 5:5 3:7 60-9 93:1 89-1 48-1 51:8 0-2 
3-2 67-5 | 13°8 10-0 5-2 3-6 60°9 97-0 89-1 43-2 51-6 0-2 
3:4 67-6 | 14-0 10-0 5-2 3:6 60°9 99-0 89-2 44:1 51-0 0-2 
3:9 67-7 | 13-2 10-0 5-2 3-6 60-9 96-7 89-3 44-0 | 51:0 0-2 
4°6 68-0 13-2 10-0 5-2 3-6 60°9 96°7 89°3 44-0 51-0 0-2 
4:3 68-8 | 12°8 10-0 4°8 3°5 61:1 101-3 89-4 44-0 51-0 0-2 
4:3 71:7 | 112 10°0 4°3 3:5 61-3 103-4 89:4 43-9 51-0 02 
3:1 73°3 11-1 10-0 4-3 3:5 61:7 104-6 89°5 43-9 | 51-0 0-2 
3:1 75°5 11-0 10-0 4:3 3:5 62-2 104-8 | 89-5 43-9 | 51:0 | 0-2 
3:1 — 11°3 10-1 4°3 3°5 62-6 104-6 | 89-5 43°9 | 51:0 | 0-2 
3-0 = 11-4 10-1 4:3 3:5 62:8 | 104-6 | 89-5 43-9 | 51:0 0-2 
2°8 — 11:5 10-3 4°3 3:5 63-0 101-2 89-5 43-9 51-0 
21 — 11-6 10°4 4:3 3: 63-2 98-0 89-6 43-5 | 51:0 
1-9 — 11-8 10-4 4°3 3-5 63-1 | 98-0 89-6 43-6 
he retu™ —_ on or nearest the first of the month. 
veld in th Banking Department. 
Table III GOLD MOVEMENTS 
eee ; UNITED KINGDOM UNITED STATES 
a = sail , TRANS. 
. | . JAAL GOLD 
: Net | | Net aasaed 
Net OUTPUT 
° Influx (+) | Imports Exports Pamper C4) Imports | Exports Imports (+) at 85/- per 
or Efflux (—) | iteneets (-) | Cenestet—) fine ounce 
ee eS £ millions £ millions — | £ millions £ millions $s millions | $ millions $ millions | £ millions 
1930 
JANUARY .. | + 4:0 8-6 3-3 + 5-3 12-9 8-9 + 4-0 3:8 
APRIL + 66 8-8 3-0 + 58 65:8 0-1 + 65:7 3:7 
JULY — 3°8 5-1 8-3 — 3:2 21°9 42-5 — 29-6 3-9 
OCTOBER + 4°8 9°3 7-1 + 2-2 35-6 9-3 26°3 379 
| 
1931 
JanuaRy ..| — 7:5 7°3 16-2 — 8-9 34-4 — + 34-4 3-9 
APRIL . | — 27 5+9 0-9 + 5-0 49°5 — + 49-5 3-7 
JULY ue —31°7 1070 | 36°8 —26°9 20°5 1 + 19°5 3-9 
OCTOBER .. _ 8-6 | 5°3 + 3°3 60-9 398-6 —337°7 4-0 
1932 
JANUARY .. — A7-1 0 |S B85 — 4-4 2°9 107-9 | = 75-( 4-0 
FEBRUARY .. — 16-1 | 17-6 — 1°5 37°6 | 128°2 — 90°6 3:9 
MARCH —- 13-0 12-7 + 0:3 19-2 | 43-9 — 24-7 4-1 
APRIL — 12°2 5:5 + 6-7 19°3 | 49-5 — 30-2 1-0 
May + 4:2 11-1 6-8 + 4:3 16°7 212-2 —195-5 4-1 
JUNE .. | + 8-9 15°4 6°3 + 9-1 18-4 | 226-1 —207°7 4-1 
‘ JULY | +16 12°8 7:4 + 5-4 16:3 | 23-5 —- 72 4-2 
AUGUST os + 1:2 11-0 10-2 + 0°8 24-2 SC 18-1 + 6:1 $-2 
SEPTEMBER.. | + 0°5 12-1 11-0 $ it 30 | — + 28-0 4°] 
OCTOBER .. _ 9-3 8-2 + 1:1 20-7 | _ + 20-7 4°1 
NOVEMBER... _ 9°83 5°8 + 4:0 21°'8 | _ | + 21°8 4-1 
DecemBeR.. | —19-6 12-0 21-3 — 93 | 42 
1933 | 
JANUARY .. + 6-6 9-3 22-3 —13-0 4-1 








| 
| 
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Table IV MONEY I 







































































LONDON 
Discount Rates Treasury Bills 
. ‘ Day to yr ‘ 
ee Bank Rate Day Bank Bills | Fine Trade | weekly Tender Amount Amount 
Loan Rate 3 months 8 fa Rate Offered Applied for 
Per cent. Per cent. Per cent. Percent. | Per cent. £ millions | £ millions 
1932 S - d. 
SEPTEMBER 2 2 k i 24 013 4-99 45 67°8 és 
is 9 ;} 2 § # 24 0 12 11-70 45 | 77:9 
o” 16 é 2 $ # 24 0 9 7°39 50 75-4 
‘ C—O 2 k i$ 2+ 0 7 11-16 50 | 65:2 | 
a 2 2 i 24 011 8-15 45 | 733 
OCTOBER 7 - 2 2 tt 2+ O 16 11-24 50 100-3 
a ket 2 2 # 24 015 0-84 50 105-6 
os 21 ‘ 2 ? # 2+ 013 7-36 50 72°4 
ie ae oe 2 § #8 23 013 2-84 50 83-0 
NOVEMBER 4 .. 2 i # 24 0 10 11-16 50 | 60-5 é 
11 2 z tt 24 0 14 11°17 | 50 74:2 
nr 18 ‘ 2 ? # 2+ 017 7-24 60 } 80°5 
pe a 2 | 1l* 24 1 2 4:44 | 60 74-5 | 
DECEMBER 2 . 2 z 1 24 017 4-67 | 55 91-4 =| 
#2 Sick & i i 24 016 5-89 50 «| (67-7 
ea 16 | 2 3 1% 24 1 5 6-41 50 | 67°3 | 
~ 23 } 2 3 ly 24 15 28 | 50 | 67-7 
‘6 30 |} 2 i 1% 23 019 4:35 | 50 | 93-2 
1 | 
JANUARY 6 2 2 3g 2t 0 16 10-84 | 45 73-8 
2 3 2 3 42 24 01510-69 | 42 80-8 
a 20 2 3 84 2+ 015 0-31 | 40 80-1 j 
os 27 2 3 Z 2¢ 013 5-12 40 | 63-9 
FEBRUARY 3 2 3 # 23 014 0-20 | 40 72:9 
‘a 0 3 3 A 24 016 9:20 | 40 83-8 
> 17 2 | i $2 2¢ 017 2°84 | 45 90-3 
All figures given above are the rates ruling on Friday of each week. . 
Table V FOREIGN ] 
DAILY A 
EE — — —E — ——_ — — — -_ _ — a — —— ates 
NEW YORK|MONTREAL| PARIS BRUSSELS | MILAN ZURICH | MADRID 
Sto“ $ to£ Fr.tog | Belgato£ | Lire to£ Fr.tog | Ptastoe | 
panacea esi = = ———_ jy -—- | 
PAR OF EXCHANGE... .. rel | Pa | 12¢21 35°00 | 92°46 , as*aars as*aals 
1929 | 7 . a 
JANUARY ee oe 4-8503 4-8619 124-08 34-898 | 92-67 25-207 29-751 
APRIL ea . 4-8534 4°8887 124-21 34-950 | 92-70 25°215 | 32-928 | 
JULY . 4-°8511 4-8766 123-88 34-911 | 92-74 | 25°219 , 33°451 | 
OCTOBER | 4-°8698 4°9243 123-89 34-874 | 92-99 25-176 | 33-586 
1930 | | 
JANUARY “< | 4-8697 4°9222 123-91 34-947 | 93-05 25-162 | 37-017 
APRIL | 48635 4-8654 124-11 34-842 92-777 25-095 | 38-946 
JULY .. e -. | 4°8656 4-8622 123-67 34-810 | 92-879 25-044 42-203 
OCTOBER a oe a 4-8591 4°8536 123-85 34-845 | 92-804 | 25:020 | 47-141 
1 1 | | | $ 
JANUARY we -. | 4°8551 4-8645 123-81 34-815 92-739 25-076 46-640 
APRIL .. ee -. | 4°8599 4°8621 124-28 34-950 92-815 | 25-235 47-015 
JULY ‘ 4-8566 4°8729 123-82 34°818 | 92-865 24-994 | 52-018 
OcTOSER P a | 33-8887 4°3700 98-66 27°794 | 75°352 19-823 43-366 
193: | 
JANUARY ‘a 3-4303 4-0377 87-11 24-689 68-017 17-582 40-809 
FEBRUARY 3°4575 3-9657 87°80 24-794 | 66-779 17-725 44-480 
MARCH .. 3°6281 4°0536 92-21 26-075 70-765 18°753 47-695 ‘ 
APRIL 3°7520 4°1716 95°12 26-778 | 72-840 19-299 48-788 
May 3-6759 4-1539 93-14 26-212 71-340 18-786 45-289 
JUNE 3-6484 4-2010 92-67 26-183 71-296 18-690 44-240 
JULY... 3°5522 4-0757 90-60 25-608 | 69-567 | 18°256 44-041 
AUGUST. . 3-°4759 3-9669 88-68 25-048 | 67-886 17-864 43-037 
SEPTEMBER ns 3°4717 3-8420 88-61 25-038 | 67-677 18-018 42-798 
OCTOBER ee oe 3-3990 3+7233 86-58 24-460 66-374 17-606 41°517 
NOVEMBER . 3°2774 3°7475 83-59 23-620 64-048 17-018 40-089 | 
a: 3 +2763 3-7833 83-95 23°658 | 64-069 17-040 40-180 | 
JANUARY , 3-3599 | 3-8367 | 86-07 24-228 | 65-642 | 17-416 41-072 | 














1 The old parity of 25-2215 was aban 
2 The old parity of 25-2215 was _ ban 
3 Berne until November, 1929. 

4 Average Oct. 1 to Oct. 6, Bank 
§ Quoted 1st—4th only. 

6 Quoted 19th—30th only. 








STATISTICAL TABLES 257 






















































































TEY RATES Table IV—cont. 
| NEW YORK PARIS BERLIN AMSTERDAM 
| — oa | 7 ————————ee = | 
| | | | 
Market . | Market Market | Market 
Bank Rate Discount Call Money | Bank Rate Discount | Bank Rate Discount Bank Rate Discount 
Rate } Rate } | Rate | Rate 
} Per cent. | Per cent. Per cent. | Percent. Percent. | Percent. | Percent. | Per cent. Per cent. 
| ae * | as ea CS oe 
| } 
2 CO HW 2 24 1 5 4} 24 ” 
7 24 # | ¢ 24 14 | 5 44 1 & + 
24 i 2 23 1¢ 5 4} | 2 } 
| 2+ | 8 24 14 4 3% 24 + 
| 2+ tt 2 2% 1¢ 4 3% 2+ t 
| 24 # 2 2 1¢ 4 3g 24 + 
24 * 2 23} 1¢ | 4 3% ae a 
2% ts 2 2+ | 1¢ | 4 3% | 24 + 
24 % 1 } 24 1¢ | 4 | 3% 24 $ 
« 2 | %& 1 | 2+ 1¢ | 4 | 3% 2+ | + 
24 | ts 1 | 2+ 1¢ + 3% | 2+ | + 
2¢ } t 1 | 2+ } 1¢ 4 3% 24 | + 
2+ te 1 24 | 1¢ 4+ } 3k i 24 | + 
2 | ts 1 2 | 1¢ | + | 3% 24 2° 
2¢ & | 1 24 | 13 | 4 3% 2+ t 
2+ nl 1 | 2+ | iq | 4 3% 24 | t 
| 2+ | % 1 24 1 4 3% 24 H t 
| 2+ * 1 24 1 | 4 | ~ 3 2+ t 
| | 
2 CO ik 1 2} 1% 4 | 35 24 t 
7) as i 9 2} 1 4 3% 2k } 
2 .* | 4 2¢ 13 4 | 3 24 t 
: 2+ | te | 1 | 2 1% + } 3% 24 Pa 
: 24 | ts + 24 1¢ 4 3% 24 t 
| 24 5d t 24 12 | 4 | 3% 2+ | t 
| 2¢ is $ 24 2% 4 3% 24 * 
| week, * Private discount rate from December, 1932 onwards. 
[GN EXCHANGES Table V—cont. 
.ILY AVERAGES 
|AMSTERDAM, BERLIN | PRAGUE | WARSAW |STOCKHOLM! BOMBAY Kobe | RIO DE BUENOS 
| JANEIRO AIRES 
Fl. to £ Rmk.to£ | Kronento£/ Zloty to£ Kr. to £ d. per Rupee 4. per Yen. d. per a. me 
Rae ale! ies baa MEK tsa a Rl leh |__Milreis. | Gold Peso. 
12°107 20°43 | 26¢°a5 | 43°38 18159 18 2a'58 | 5°8997 47610 
12-091 | 20-402 | 163-83 | 43-313 18-138 | 18-06 22-55 5-905 47°41 
12-090 | 20-475 | 163-89 | 43-313 18-173 | 17°96 22-08 5-869 47°28 
12-086 20-359 | 163-87 43-308 18-098 17-82 22-54 5-873 47-23 
12-098 | 20-397 | 164-42 | 43-418 18141 | 17-87 23-58 5-860 46-82 
12-102 20-387 164-56 43-398 18-136 | 17°93 24°25 5-525 45-04 
12:098 | 20°375 | 164-17 | 43°416 18-092 | 17-86 24°38 5°743 43°71 
12-093 | 20°383 164-06 43°382 18-097 | 17:82 24-39 5-368 40°50 
12-061 20-412 | 163-78 | 43-375 18-095 | 17°82 24-52 |(4)5-119 38-49 
12-066 20-419 163-91 43°312 18:1388 | 17-78 24-48 4-461 34-49 
12-106 20-409 | 164:°06 | 43-375 18-:148 | 17°85 24°41 3-618 37°68 
12-056 | 20-967 | 164-01 43-412 18-145 | 17°81 24-40 3-579 33°61 
9-630 (| 16-702 | 130-68 34-646 16811 | 17°88 30°07 3-502 32-03 
} } 
8-541 14-484 | 115-75 30-690 17-867 | 18°13 25°27 4-290 40°08 
8°555 | 14-534 116-64 30-790 17-925 18°14 24°11 4-185 39-68 
‘ 9-008 | 15-246 122-43 | 32-370 18-298 18°15 21°43 4-058 38-78 
9-263 | 15-788 | 126-40 33°510 19-643 18°04 21°10 4°184 38°60 
9-066 15°451 | 123-76 | 32-735 19-618 17-94 20-99 4-710 35-82 
9-023 | 15°385 123-00 | 32-548 19-509 17-96 20-07 4974 34-27 (5) 
8-814 14-959 119°97 | 31-577 19-484 18°06 18-64 5-038 39-60 (8) 
} 8-632 14-595 117-38 31-024 19-469 18-07 16°98 5-144 40-43 
8644 14-590 | 117°27 | 30-976 19-487 18-15 16°53 5-200 | 40°45 
| 8-450 14-291 114-68 | 30-584 19-370 18°17 16°36 5°285 41°17 
8-160 | 13°786 110-56 | 29-224 18-797 18°19 15-18 5-466 42-94 
8-151 13-758 110-53 29-155 18-296 18-19 15-36 5-435 43°17 
8°361 14-127 113-32 | 29-923 18-373 18-17 14°88 | 5°380 | 42°24 








5 was abandoned as from June 25, 1928. 

5 was abandoned as from December 22, 1927. 
1929. 

s © Banks closed during re nainder of month. 
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Table VI BRITISH TRADE Al 














COAL PIG-IRON (1) STEEL (1) 
Exports > 
Production (including oe od Production Production 
Coke) ~ 
Blast | 
Millions of Millions of at end of Thousands of Thousands of | ' 
Tons Tons month fons Tons 
1930 
JANUARY... oa es a os 23-8 5-9 159 650 771 } 
APRIL os ee _ we 7 19-7 4-6 151 620 696 | 
JULY PY oe ‘““ - me 13°7 4:9 105 | 486 621 | é 
OCTOBER bi oe os ae sn 21-0 5-1 96 415 512 | 
1931 | 
JANUARY... = we wis 7 19-2 3-6 83 337 402 
APRIL nik an ea ie - 18°6 3-6 73 323 397 
JULY e« ve oe as = 17-1 3-7 70 317 429 
OCTOBER ‘in a o “~ ane 19-7 4°3 | 66 234 457 
1932 
JANUARY... mca ie ei ie 18-7 3°6 76 330 430 | 
FEBRUARY .. 33 oa 7 18°5 3-5 | 71 324 481 
MARCH ie os ~é oe ay 18°8 3:1 72 336 463 | 
APRIL ~ i es - ma 18-4 3°8 69 317 433 | 
May ata a wa as aia 17-0 3-4 69 315 417 
JUNE ‘2 na 25 oe <a 16°8 3°6 69 311 459 
JULY - a ‘Ka “ ~~ 15-0 3°6 56 293 432 
AUGUST ata me a wa a 15-3 3-5 57 259 362 
SEPTEMBER ves ia i oe 16°1 3:1 59 260 430 
OCTOBER... wi “<a ee es 17°5 3-6 59 276 439 
NOVEMBER .. ae on , a 18-3 3:7 59 268 474 
DECEMBER .. is iy a 18-9 3:3 60 285 430 
| | | 
1933 | | 
JANUARY .. oe - re a a 3°5 62 287 | 444 } 
(1) Returns issued by the 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
| OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT | ‘ 
| ee —— . : : 4| Index of / 
} | 2 ‘ ‘ Percent- | Numbers Produc- | 
| Imports Exports |Re-exports) London (Provincial) Total Compar- age of | on Live tion j 
\* Country”| ative insured | Register | (Quarterly) 
| | Total persons | | 
| £ £ £ £ unem- 0000's — | 1924 = 100 
millions millions millions millions millions millions millions ployed omitted | 
1929 
JANUARY ..| 116-1 66-9 9-8 10-4 5:5 15°9 19-1 12°3 1,427 | 108-3 j 
APRIL «+| 104°2 60-2 10:4 10°5 5°3 15°8 19-0 9-9 1,159 111-0 ‘ 
JULY -+-| 93-6 66-5 8-0 10-3 5-4 15°7 19-0 9-9 1,140 108 +2 
OCTOBER ..| 110°3 64-6 9-1 10-3 5-1 15°5 18-9 10-4 1,218 114-8 | ( 
1930 | 
JANUARY ..| 101-9 58-3 8-2 10-4 5-0 15-4 19-5 12°6 1,481 | 109°6 
APRIL --| 83-9 46°9 7-8 10-4 4- 15°1 20-3 14-6 1,678 | 100-9 F 
JULY -+| 85-2 50-7 6-7 10-0 4% 14°3 19-9 16-7 1,964 | 90-7 
OCTOBER .| 90°9 46°9 | 7°2 9°6 4-0 13°5 19-9 18°7 2,200 92-7 ( 
1931 | 
JANUARY ..| 75°6 37-6 | 6-0 9-9 4-2 14-2 22-1 21°5 2,614 85-1 
APRIL --) 70:0 32-5 | 66 | 95 3°9 13-4 21:1 20-9 2,532 80-6 j 
JULY ee 70-1 34°3 4-9 9-1 4°0 13-1 21°3 22-6 2,664 81-1 ; 
OCTOBER ..| 80-7 32-8 5°3 9-0 4-1 13-1 20-9 21-9 2,756 90°5 r 
1932 
JANUARY ..;| 62-3 31°1 5-2 9-6 4-2 13°8 21-7 22-4 2,728 | f 
FEBRUARY 70-2 30-0 5:5 8-7 4°] 12-8 20-0 22-0 |} ‘ 
MaRcH ..| 61:1 31-2 5-4 8-9 4°3 13-2 21-0 20°8 r 91°3 
APRIL ee 53°5 34°8 4-6 9-0 4-0 13°0 21-1 21-4 J 
May oo| 85°7 30-2 4-4 8:7 3-9 12-6 20-8 22-1 | ] 
JUNE e+} 57°5 29-7 4-2 8-2 3-7 11-9 20-2 22-3 83-2 : 
JULY oof SiO 29-3 3-3 8:8 4-5 13°3 22-6 22-9 ‘ 
AUGUST ..| 53-3 28-6 3°5 8-1 3-8 11-9 20-2 | 23-1 2.860 77°8 
SEPTEMBER 54°3 26-2 2-9 7-7 3°7 11°4 18°6 22-8 2.858 ¢ ‘ 
OCTOBER ..| 60°8 30°4 3:7 8-7 4-1 12-8 21-4 21°9 2,747 ( 
NOVEMBER | 61:6 | 31-1 | 4:1 8-6 3-9 | 12-5 20-6 | 22-2 2,800 |. 7.4 ] 
DECEMBER 60-6 32-4 4-1 9-0 4-1 13-1 21-5 21-7 2,723 ] 
a 
i933 | 
JANUARY .. 54:1 29-2 | 4:2 9°5 4:2 13°7 22-4 23-1 2,903 | , 
! 
«| Daily averages. * “Country ”’ clearings at London Clearing House. * Total clearings (London 
Country *’ and Provincial) adjusted, for comparative purposes, by application of Board of Trade index r 


number of wholesale prices (1924 = 100). ‘* Average of four or five weekly returns. Since December, 1931, 
figures published monthly. * Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 


MACHINERY 





COTTON 


Exports of | 


Exports of 





STATISTICAL TABLES 


Exports of 


WOOL 


Exports of 





Exports of 


























Imports Exports Imports Exports Yarns | Piece Goods Tops Wool and Wool and 
| | Worsted Worsted 
! Yarns | Tissues 
Thousands Thousands £ £ Millions of Millions of Millions Millions Millions of 
of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs Sq. Yds. 
310 352 1,514 4,456 13-2 313-2 2:7 3°7 14°1 
234 268 1,699 3,561 11°5 H 217-0 2-4 3:0 7-0 
é 199 303 1,415 4,440 11-0 197-4 2°7 3-2 10-1 
264 264 1,499 4.128 11°7 150°3 3-1 3°6 8-7 
222 167 1,181 3,280 11°3 2-4 2°4 10-4 
193 188 1,216 2,843 10°8 2°8 2:4 5-0 
231 168 1,227 2,693 11°3 2°5 3°5 6-6 
276 159 1,698 | 2,792 12:8 2-6 4-0 6:7 
» | 
A | 
| } 
170 167 925 | 2,701 16-4 | 179-9 3-4 3-4 8-5 
252 140 1,539 2,570 13°3 180-5 4-0 2-8 7°6 
130 166 868 2°651 13-9 202-6 4:0 2-7 6-6 
i 145 180 769 3,210 13-9 199°3 3°6 2°9 6°3 
i 144 151 965 2.450 12°7 201-0 2-4 2-9 5:6 
126 147 841 2,497 10°1 184-7 2:4 3°1 6-3 
} 119 158 635 2,608 9:5 198°3 2-4 3°7 7°6 
105 156 701 2,086 9-1 180°9 2-7 3°5 8-2 
: 107 127 600 1,882 10-0 1774 3-3 | = 3-0 6-3 
163 160 734 2,249 10-9 138°4 4-7 | 3:4 5-9 
58 170 840 2,339 9-9 159-2 4-1 3:1 5°5 
73 164 913 2,286 11-7 195°8 4°6 3°5 7-4 
69 149 72 1,955 10-6 197°3 3°3 2°8 8-4 
the National Federation of Iron and Steel Manufacturers. 
| Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
Cost « | 
Wholesale 1 Wholesale Wholesale i Ta Wholesale} Cost of | Wholesale Cost of 
| — “ — Cost of Depart- Statis- (Statis- (Statis- Living Living 
1} | - Living ment of tisches tisches tique (Statis- | 
i ard of “Econ- | |(Ministry| Labor) | Reichsamt! Reichs- | Générale) tique | 
| rade omist” !of Labour) amt) | Générale) | 
| July 1918/14 July | \(Jan.-Ju_y) 
i 1918 = 100 1913 = 100 1914 = 100 1913 = 100 | 1913 = 100 = 100 1918 = 100 | 1914 = 100} 1913 = 100) 1914 = 100 
} 
1929 (bo) | (bd) 
| JANUARY 138°3 130°3 165 139-3 138-9 153°1 657 | 496 —- 
| APRIL 138-8  129°3 | 161 138-7 | 1387-1 | 153-6 648 | 493 ~- 
| JULY 137°4 128-9 | 163 140°4 137°8 154-4 624 477 - 
OCTOBER 136-1 124-1 | 167 138-0 137-2 153°5 607 470 — 
1930 | 
JANUARY 131-0 118°5 164 133°8 132°3 151-6 576 565 453 —- 
APRIL 123-7 112°3 155 129-9 126-7 147°4 | 572 429 | —_ 
JULY 119-2 106-8 157 120-3 125-1 149-3 | 592 402 | — 
OCTOBER 113-0 99-6 157 118-3 120-2 145-4 597 387 —_— 
1931 (a) | 
JANUARY 106-9 91-3 152 112-8 115-2 140-4 576 362 —_ 
APRIL 105+7 90-0 147 107-2 | 113-7 137-2 548 | 589 353 — 
JULY 102-2 86-0 145 103-2 111-7 137-4 500 565 337 | — 
OCTOBER 104-4 90-1 146 100-7 107-1 133-1 457 531 330 473 
1932 | 
JANUARY 105:8 90-0 147 96-4 | 100-0 124-5 439 |) 326 | 470 
' FEBRUARY 105-3 92-2 146 95-0 99-8 122-3 446 | > 534 323 | 470 
MARCH 104°6 88-5 144 94-6 99-8 122-4 444 322 | 478 
APRIL 102-4 86°3 143 93°8 98-4 121-7 439 319 481 
May 100-7 83°3 142 92-3 97-2 121°1 438 535 313 474 
JUNE 98-1 80-9 143 91-5 96-2 121°4 425 | 304 472 
JULY 97-7 2-7 141 92-4 95-9 121°5 430 | 300 465 
AUGUST < 99°5 85°2 141 93-4 95:4 120-3 416 517 300 456 
SEPTEMBER .. | 102-1 88-1 | 1438 93-6 95-1 119-5 413 | 307 455 
OCTOBER oe 101°1 85-3 | 143 92-3 94-3 119-0 412 | 304 } 462 
NOVEMBER 101-1 85:7 | 143 91°5 93:9 118°8 413 | > 516 302 | 465 
9 DECEMBER 101-0 84-1 142 89-7 92-4 118-4 413 299 | 468 
1933 
JANUARY 100-3 84-2 141 91-0 117-4 411 





comparison. 
2 Gold index. 


(a) Revised index. 


(b) New index. 


1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
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Company Meeting 


THE GAS LIGHT AND COKE COMPANY 


RECORD OF 


PROGRESS AND ADAPTABILITY 


SIR DAVID MILNE-WATSON’S SPEECH 


HE two hundred and twenty-sixth 
— ordinary general meeting of the pro- 

prietors of the Gas Light and Coke 
Company was held on Friday, February Io, 
at the chief office of the company, Horseferry 
Road, Westminster, Sir David Milne-Watson, 
LL.D., D.L. (the governor), presiding. 

The Governor, in the course of his speech, 
said : I regret to say that there is a decrease 
of 2$ per cent. in the gas sold, largely due, 
I think, to the general depression in trade, 
which has been felt in our district in common 
with the rest of the country. Those of you 
who know other industries and trades will, 
I am sure, agree with me that a decrease of 
only 2} per cent. is really a matter for thank- 
fulness and not for surprise. It must also be 
remembered that the weather in the early 
part of last year was extremely mild, and this 
had an effect on the output for the year. As 
evidence of this, I may mention that the 
sales for the current year to date show a 
satisfactory increase as compared with the 
corresponding period of last year. The 
revenue from gas for the year under review 
fell by £229,000, and the revenue from the 
rental of automatic supply fittings, which is 
governed by the sale of gas, by £28,000. 

I am glad to say, however, that there was 
an increase in the gas scold under the heading 
of public lighting, showing that the company 
is progressing in that direction. We increased 
the number of public lamps from 49,132 to 
49,573 and also the mileage of gas-lit streets 
in our area. 

It is particularly gratifying to know that 
the supreme excellence of modern gas lighting 
has been proved in the same period by the 
decision of the City of Westminster to renew 
for a period of 15 years the contract to light 
by gas 55 miles of streets in Central London, 
including some of the most famous thorough- 
fares in the world, such as Whitehall, Regent 
Street, and Pall Mall. 

Gas has been substituted for electricity in 
several localities, including the whole of the 
Uxbridge Road which runs through Acton, 
and the Feltham Urban District Council has 
recently had the electric lamps removed and 
gas lamps fixed in their place. From these 
facts it will be seen that it is a great mistake 
to think that we have lost our lighting load, 


and it is well to remember that an enormous 
number of private houses are to-day lit by 
gas. Indeed, an examination of our business 
shows that the majority of our 1,400,000 con- 
sumers still use gas wholly or in part for 
lighting their houses. The economy and the 
heating value of gas lighting are factors of 
overwhelming importance to our poorer 
consumers. 


THE YEAR’S RESULTS 


The result of the working for the year is as 
follows :— 

The balance transferred from the revenue 
account to the profit-and-loss account is 
£2,035,000, as against {2,031,000 for the 
previous year. This balance, after adding 
the sum of {12,000 received from His 
Majesty’s Treasury in respect of the Develop- 
ment Act, 1929, and after allowing for 
interest on borrowed money for the year and 
the dividends distributed in respect of the 
June half-year, leaves the sum of £914,000 
from which to pay dividends for the December 
half-year. 

This sum enables the directors to recom- 
mend the usual dividends on the 4 per cent. 
consolidated preference stock, the 6 per cent. 
Brentwood redeemable preference stock, and 
the 3} per cent. maximum stock, and a divi- 
dend at the rate of £5 12s. per cent. per 
annum on the ordinary stock. The payment 
of these dividends, together with the necessary 
contribution of {£20,000 to the redemption 
fund in respect of the half-year ended Decem- 
ber, will absorb £698,000, leaving £216,000 
to be carried forward to the credit of the 
current year’s accounts, as against £206,000 
carried forward on the last occasion— 
(applause)—which sum included {£66,000 in 
respect of the amounts carried forward by 
the Southend and Brentwood companies 
respectively. 


DIVIDEND BASIC SYSTEM 


As this is the first year in which the com- 
pany has worked under the basic system with 
regard to the payment of dividends, you will 
be glad to know that the system fully autho- 
rises the payment of a dividend on the ordi- 
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nary stock of the company at the rate of 
£5 12s. per cent. per annum, the rate that 
was paid previously under the provisions 
of the sliding scale. 

In July last the company raised £1,000,000 
4% per cent. redeemable debenture stock at 
par. We were needing the money, and at 
that time the terms on which the issue was 
made were considered to be extremely 
favourable. As you all know, however, the 
Government shortly after the date of our 
issue launched its conversion scheme, a 
scheme the news of which had been very 
closely guarded. This, of course, had the 
effect of putting up the value of all such 
debenture stocks as ours, and it must not be 
thought, therefore, that because this par- 
ticular stock is now standing at a much 
higher figure than par the issue was in any 
way an unwise one. 


DEVELOPING INDUSTRIAL USES 


I would like to call your attention specially 
to what we are doing with regard to the use 
of gas for industrial purposes—an outlet for 
gas which is not as well known as it ought to 
be. During the year we have made great 
advances in this direction. There is no doubt 
that there is a large future for this kind of 
business, and we look forward with great 
confidence to increased sales of gas in this 
direction. The ease of control which is 
secured by the use of gas is of the greatest 
advantage in many industrial processes. You 
will be interested to know that we actually 
serve to-day, for various industrial purposes, 
some 14,400 factories in our area dealing with 
the manufacture of bread and biscuits, 
sweets, paint and varnish, motor-cars and 
tyres, aeroplanes, wireless and_ television 
sets, gramophone records, electrical cables, 
tennis rackets; in fact, almost everything 
under the sun. 


““CLEANGLOW ” 


I have spoken at considerable length about 
gas, which is our main product, but I could 
Say quite as much on the subject of coke and 
the service we give the public by means of 
this smokeless fuel. In this connection I 
should like to call your attention once more 
to ‘‘ Cleanglow,” to which I referred last year. 
It meets all the requirements of those who 
wish to burn a solid smokeless fuel in an 
open grate. It is economical, clean, and 
healthy, and does not pollute the atmosphere, 
and I am sure has a great future before it as 
it becomes more generally known. 

With regard to the position of the industry 
generally, it will, no doubt, interest you to 
know that a Government Committee has 
been considering general legislation for the 
industry, the chief object of which is to do 
away with some of the anomalies and restric- 
tions from which we have been suffering for so 
many years. This Committee has issued two 


interim reports, the first dealing with the 
question of investment in other gas under- 
takings and in allied industries, and the 
second dealing with the methods of charging 
for gas and the necessary modifications of the 
statutes regulating such charges, and further 
reports dealing with supplies of gas in bulk, 
the issue of capital, and other matters are 
about to be published. 


CAPITAL INVESTMENT 


It has long been felt that the gas under- 
takings of this country have not been suffi- 
ciently alive to the necessity for amalgama- 
tions and joint working. There have been, 
and no doubt there still are, various obstacles, 
but the chief difficulty has always been that 
gas undertakings have not had the power in 
a general way to subscribe the money which 
would give them control. Now that this 
company has got that power, and now that 
the industry generally has been granted the 
same privilege, there is no excuse for not 
going forward with a policy which should be 
of benefit to gas undertakings and consumers 
alike. 


SOUTH EASTERN GAS CORPORATION 


In pursuance of this policy, the company 
has joined a group called the South Eastern 
Gas Corporation, Limited—as to which you 
have no doubt seen various references recently 
in the financial papers—and has obtained a 
controlling interest therein. The Corporation 
holds the stock of certain gas undertakings, 
including Folkestone, Deal and Walmer, and 
Whitstable. Negotiations have only recently 
been completed, and at this stage of the 
proceedings it is too early to give you more 
than a general idea. I feel sure that the 
arrangement will be to the advantage not 
only of the companies that have been taken 
over by this Corporation but to the Gas Light 
and Coke Company itself. 


TRADE REVIVAL AND WISE SPENDING 


And now just a few words with regard to 
trade generally. From the observations we 
are able to make in this company, in London 
at any rate, there seems to be a slight revival 
in trade and business—but only very slight. 
What we feel is wanted is confidence, and if 
only people would get that confidence and 
begin to spend money again I am sure that 
there would very soon be an improvement. 
As I said last year, it is a great mistake on the 
part of anyone who has money at the present 
moment not to spend it wisely. Trade can 
never be restored unless those who have 
money are prepared to exchange it for goods. 

The report and accounts were adopted, 
and at an extraordinary general meeting, 
which followed, the company’s Bill now 
before Parliament was approved. 








262 
Bank Meeting 


LLOYDS BANK LIMITED 


RECORD FIGURE OF 


WAR DEBTS 


DEPOSITS 


AND TRADE OUTLOOK 





MR. J. BEAUMONT PEASE’S ADDRESS 


ing of the shareholders of Lloyds Bank 
Limited was held on Friday, February 3, 
at Southern House, Cannon Street, London. 

Mr. J. Beaumont Pease (chairman of the 
bank) presided. 

The notice convening the meeting having 
been read by the secretary and the auditors’ 
report by Mr. F. S. Tull (Price, Waterhouse 
and Co.), 

The chairman, in moving the adoption of 
the directors’ reports, said :—My lords, ladies, 
and gentlemen,—I have usually commenced 
my remarks on these annual occasions by 
referring to purely domestic and personal 
matters. On this occasion there is less 
material than usual under this heading, but I 
cannot refrain from expressing our sorrow at 
the death of Sir Gilbert Garnsey, our chief 
auditor. Sir Gilbert will be very much missed 
in the City and, indeed, not in this country 
only, but in many other lands, but nowhere 
will the loss of his wise counsel and acute 
intelligence be more deeply felt than in this 
bank. 


T ine seventy-fifth ordinary general meet- 


BALANCE-SHEET FIGURES 

I will ask you now kindly to turn with me 
to the figures of our balance-sheet. 

To begin on the liabilities side, the capital 
at {15,810,252 remains as before. Our pub- 
lished reserve of {8,000,000 has been improved 
by the addition of £500,000 retransferred from 
our internal funds. You will remember that 
last year we took {2,500,000 from our pub- 
lished reserve to meet the depreciation on our 
investments. Owing to the recovery in the 
prices of gilt-edged stocks (and to the actual 
realized profits of investments sold at en- 
hanced values) the whole of that depreciation 
has been more than recovered and the reserve 
against it is now entirely free. It would have 
been possible for us, if we had so determined, 
to replace the whole of the 42,500,000 back to 
our published reserve. It seemed to us, 
however, that such action on our part would 
have been equivalent to setting the financial 
signal at “ all clear,” and he would be a bold 
man in these days to take such a responsibility. 

The profit and loss account we will consider 
later on. 

Our liabilities to the public in the form of 
deposits and other accounts have increased 


since last year by more than £48,000,000, and 
stand at the record figure for this bank of 
£382,142,704 15s. 9d. This experience has 
been shared by other banks, and the total 
deposits of all the clearing banks have been 
increased during the last 12 months by 
£232,892,000. 


INCREASED DEPOSITS 


It is interesting to speculate as to the origin 
of this increase. It has not been created, ac- 
cording to one of the theories regulating the 
extent of deposits, by an increase of advances, 
because, as we shall see in a moment, the 
amount of our advances has fallen, in common 
with the experience of other banks. It appears 
to be due to borrowings by the Government 
largely for the purpose of the Exchange 
Equalization Account, and to the very exten- 
sive additions by the banks to their invest- 
ment holdings in consequence of the increased 
money available. Whatever the cause, the 
consequence is that the purchasing power of 
the community, as expressed in deposits in the 
banks, has been greatly extended, and this 
fact is an open and flat contradiction to the 
continual statement by some critics that the 
authorities are pursuing a policy of deflation. 
What, however, these figures do prove is that 
the mere existence of plentiful money supplies 
is not in itself sufficient to have any marked 
effect on prices. 

Exactly the same phenomenon is apparent 
in America, where large extension of credit 
facilities and increases of deposits with banks 
have coincided with further falls in the prices 
of commodities. Before the desired increase 
in the price level can be realized, a factor 
outside the purely economic sphere must come 
into play. Something must occur to induce 
the owners of this increased purchasing power 
to put it into use. Some spark must re-ignite 
the torch of hope, some outstanding event or 
accumulation of events must strike man’s 
imagination and persuade him that the dark- 
ness is past and the dawn at hand, that the 
depressing influences by which he has been 
held down so long have been removed, that 
trade is now on the upward turn, that now is 
the time to extend, and that if he does not buy 
to-day he will have to pay more to-morrow for 
what he requires. 
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Many people hoped and believed for a short 
time that the Hoover Moratorium announce- 
ment in June, 1931, might have provided this 
much-needed impulse. Received at first with 
acclamation, subsequently hesitancy and 
dispute set in, and the original enthusiasm 
slowly dissipated itself into the former 
lethargy and unhopeful inertia. 


WAR DEBTS 


Is it too much to hope that the represen- 
tatives of the Powers shortly meeting in con- 
ference together may be able to find another 
and more lasting reason for the belief that the 
beginnings of better things are stirring in the 
womb of time? It is essential that the oppor- 
tunity for so doing should not be missed. The 
immediate task for the Conference has been 
well stated by this country’s representatives 
on the preparatory committee, and consists in 
the finding of some means of settlement of War 
debts, in the better co-operation between the 
central banks in monetary matters, in 
abolishing exchange restrictions, and the 
relaxation of excessive tariffs. 

All these are obvious handicaps to trade, 
but how slow are the feet of the peoples on the 
path of wisdom. There was one before the 
War who preached the wise gospel that in 
modern conditions of interdependence of 
nations one with the other no nation could 
suffer without bringing suffering also on its 
neighbours, that no victor in war could inflict 
financial penalties on the vanquished and hope 
to escape from similar penalties itself, and 
that the belief that a nation could profit 
financially by victory was “a great illusion.” 
If that truth had been accepted on all sides, is 
it not permissible to believe that perhaps that 
great catastrophe of the War itself might have 
been averted? The seed thus sown fell per- 
haps on less stony ground in this country than 
in others, but even here in the first instance we 
were tempted by our rulers to believe that the 
whole cost of the War could be extracted from 
Germany. 


OUTSTANDING OBSTACLE TO TRADE 
RESTORATION 

It was only in 1922 that we accepted, and 
tried to get others to accept, the wiser 
philosophy as expressed in the Balfour Note. 
The truth of that philosophy has been borne 
out by facts, and is being more and more 
widely recognized, but it is a long way short of 
universal acceptance. The greatest creditor 
nation has still to be convinced that it would 
be to her own interests to cancel War debts 
and thus remove the most outstanding 
obstacle to the restoration of trade and pros- 
perity. Ireferred fully to this point 12 months 
ago, and have nothing further to add to it. It 
is as true now as it was then, or as it was when 
Secretary Jefferson made the statement more 
than 100 years ago, that it is an illogical and 
unjustifiable position for a creditor nation to 
demand repayment of debts and at the same 
time refuse all possible methods of repayment. 
(Hear, hear.) 


In these large matters ‘‘ the world waits 
upon politics ’’ and no one can yet say with 
any certainty what will be the outcome of the 
deliberations of the World Conference, but 
sooner or later we believe that truth will pre- 
vail and that all nations will realize that they 
cannot live by themselves alone at the expense 
of the poverty of their neighbours. (Applause.) 


PROFIT AND LOSS ACCOUNT 


We next come to our profit and loss account. 
The net profit brought in is £376,000 lower 
than the figure shown last year, for the reasons 
which will have been made clear to you in 
going through the figures of our balance-sheet, 
but it must be remembered that this year we 
have met the whole of our bad and doubtful 
debts out of profits, whereas last year we had 
partial recourse to our contingency account 
for this purpose. 

You will see from these figures that we could 
have recommended a dividend at the same 
rate as last half-year and still have had a 
surplus of £50,000 after certain income-tax 
adjustments, and no doubt you would like to 
have a word from me as to the reasons which 
influenced our decision. If 1932 had stood by 
itself, and if we had been able to see with any 
degree of certainty that 1933 was likely to 
prove a normal year, I have little doubt that 
we would have recommended the same divi- 
dend as before, but we were faced with the fact 
that, owing to lower rates, the second half of 
last year was much less profitable than the 
first half, and as there did not seem to be any 
immediate prospect of a rise in rates during 
the current year, we felt it prudent to recog- 
nize the possibility of lower profits in the 
future. 

Apart, however, from this chief considera- 
tion, we did not wish to give you or the public 
the impression that in our opinion the present 
time might be considered normal. It is far 
from normal, and it is a time when we believe 
wise men in business should as far as possible 
take every precaution to maintain their 
position in great strength. I have little doubt 
that shareholders will applaud our decision in 
this respect. (Hear, hear.) 


THE PAST YEAR 

The figures which we have been discussing 
represent the result, as far as we are concerned, 
of a year which may well stand out in history 
as truly remarkable. For bankers it has been 
one of peculiar difficulty and of sharp con- 
trasts. It began with high rates and a low level 
of investments. It ended with rates which 
left little margin of profits, and with invest- 
ments greater in amount and at higher values 
than they have ever been. 

It has seen the dollar rate of sterling as high 
as 3°81 in the spring and as low in the autumn 
as 3:14. Practice has humiliated theory in 
many monetary problems. The increase of 
purchasing power, as expressed in the growing 
deposits of banks, has not brought in its train 
the expected higher price of commodities, and 
the depreciation of sterling has, fortunately 
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for us but none the less unexpectedly, failed to 
raise the cost of living, while it has done less 
than hoped to stimulate exports. Prices seem 
to have followed the trend of sterling rather 
than that of gold. 


PRODUCTION AND CONSUMPTION 


The glut of production has not been accom- 
panied by an increase of consumption, and 
this has led some observers to the despairing 
conclusion that machines, the work of men’s 
hands, have finally and hopelessly left those 
very hands empty of work in the future. In 
the arresting words of the President of the 
British Association, ‘‘ the cornucopia of the 
engineer has been shaken over all the earth, 
scattering everywhere an endowment of pre- 
viously unpossessed and unimagined capaci- 
ties and powers. But we are acutely aware 
that the engineer’s gifts have been and may 
be grievously abused. Man was ethically un- 
prepared for so great a bounty. In the slow 
evolution of morals he is still unfit for the tre- 
mendous responsibility it entails. The com- 
mand of Nature has been put into his hands 
before he knows how to command himself.” 

It was a year of hope and disappointment, 
and Lausanne failed to achieve fully its early 
promise, conference followed conference, and 
still the channels of trade remained restricted 
and blocked. Geneva so far has been unable 
to bring peace where there is war, and the 
turmoil of elections has not brought rest in 
international affairs. 

If this is a true picture of the last 12 months, 
with its many problems still unanswered, is it 
not also a confirmation of our prudence in 
regard to our dividend? But while we deem it 
our duty to be prepared for the worst, we also 
allow ourselves the liberty of hoping for the 
best. Although last year was in many re- 
spects, as I have said, a year of disappoint- 
ment, it was also to my mind much more a 
year of preparation and expectation, and it 
may well be that history will write its story in 
letters of red. 

SIGNS OF IMPROVEMENT 


In putting that possibility forward I am not 
thinking merely of the encouraging signs of 
improvement which we have lately witnessed 
in this country, the slight rise in shipping 
freights, the fact that there is 25 per cent. less 
shipping laid up in the Tyne than a fewmonths 
ago, or the increased demand in coal, iron, or 
steel. Iam not adopting the self-complacency 
of the Pharisee, who thanked Heaven that he 
was not as other men are, or finding consola- 
tion in the fact that we have balanced our 
Budget and largely rectified our balance of 
trade, or that we have recovered our old 
position of being the largest exporting nation, 
after falling back to third. 

These are all matters for congratulation in 
greater or less degree, but what gives me more 
cause for hope is the growing desire to face 
realities and to co-operate in the endeavour to 
find a way out of our difficulties. This is 
apparent in every sphere. Conferences may 
have been disappointing in that they have 
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hitherto failed in satisfactory achievement, 
but they are evidence in international matters 
of an increasing intention to overcome causes 
which bar the road to recovery. There is a 
growing appreciation of the necessity for the 
principle of give and take. 


EVIDENCE OF NATIONAL 
DETERMINATION 


In our home life the spirit which created a 
National Government and surrendered purely 
sectional interests is as alive now as it always 
has been when our people realize, to use their 
own expression, that they are “ up against it.’’ 
This has been exemplified not only in politics 
but in industrial matters, where disputes are 
being discussed with a degree of co-operation 
and mutual understanding unfortunately too 
often absent in the past, and in financial 
matters we have seen a new readiness to accept 
inevitable taxation and a willingness to endure 
sacrifices if they are believed to be for the 
general good. Without such a spirit the suc- 
cess of the greatest financial operation in 
history would not have been possible last 
autumn. 

The same spirit is discernible in a reawaken- 
ing of the desire for social services, and a 
quickening of religious thought. These things 
are manifest, and I do not think that mention 
of them is out of place even in the somewhat 
material atmosphere of a bank meeting. To 
my mind they are evidence of a determination 
which in the end will not be denied. When 
that end will be, this year, next year, or some 
time hereafter, no man can prophesy with any 
degree of certainty, but 1932 I do believe was 
truly a year of preparation for better things. I 
am not afraid that man will be destroyed by a 
monster of his own making, or that he will be 
finally overwhelmed by a glut of goods which 
he cannot use. History supports me in the 
hope that the world will not and cannot 
logically be impoverished in the long run by an 
accretion of those things which constitute real 
wealth, even though there may be many dis- 
locations of trade and hardship to individuals 
in the process of finding a better distribution 
of the product of men’s hands among those 
who so greatly desire them. 

I now beg to move: “‘ That the report just 
taken as read be received and adopted, and 
that, in accordance with the recommendation 
of the directors therein, a dividend be 
declared for the half-year ended December 31 
last of Is. ofd. on each ‘A’ share, making a 
total dividend of 12 per cent. for the year, and 
of 6d. on each ‘B”’ share, making a total 
dividend of 5 per cent. for the year, payable, 
less income-tax, on and after February 4, 
1933. (Applause.) 

The resolution was seconded by Sir Austin 
E. Harris, K.B.E., the deputy chairman, and 
carried. 

Votes of thanks to the directors for their 
services during the past year, to the staff for 
their excellent work, and to the chairman for 
presiding were carried unanimously, and the 
proceedings then terminated. 
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Bank Meeting 


WESTMINSTER BANK LIMITED 


SUBSTANTIAL INCREASE IN DEPOSITS 





OTTAWA AND WAR DEBTS 


ADDRESS OF THE HON. 


of Westminster Bank Limited was 
held on Thursday, February 2, at the 
Head Office, Lothbury, E.C. The Hon. 
Rupert E. Beckett (Chairman) presided. 
The Chairman, at the outset, referred with 
deep regret to the death of Mr. John Rae. 
Mr. Rae, he said, after retiring from the post 
of Chief General Manager, retained his seat 
on the Board up to the time of his death at 
the end of September. They would miss the 
fruits of his long experience and wise counsel. 
Having mentioned various changes on the 
Board the chairman referred to the Bank’s 
Balance Sheet. At the end of 1931 they 
reported the loss of {19 millions in Current 
and Deposit Accounts, which had shown a 
steady decline throughout that year. During 
1932, however, that process was reversed, and 
they finished the year with an increase of 
£254 millions in money lodged with the Bank. 
Both the diminution of deposits in 1931 and 
the increase in 1932 were common to all 
banks. Generally speaking, it was satis- 
factory to a banker to see his deposits on the 
upgrade, if only as evidence of continued 
public confidence in his institution, but in the 
present phenomenal increase there was less 
reason for satisfaction, for its origin was to 
be found in influences other than the good 
will of customers. The year’s expansion of 
deposits was due in part to the broadening 
of the credit basis through the purchases of 
gold by the Central Institution and of foreign 
exchange or gold in connection with the 
Government’s Exchange Equalization Fund, 
and in part to the extensive purchases of 
securities by the banks themselves. Through- 
out the greater part of the year, the Bank of 
England added gradually to its stocks of gold, 
which were increased by about £19 millions 
(approximately £26 millions sterling). Al- 
though the whole of the amount so purchased 
was lost in December in respect of the debt 
payment to America, the increase of gold 
exercised its effect upon the credit basis over 
practically the full year. One of the features 
of the financial situation last year was the 
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marked increase in the total of Treasury Bills 
outstanding, which rose within the year from 
£664 millions to £928 millions—an expansion 
of £264 millions. To the extent that any part 
of this increase arose from purchases by the 
Bank of England of dollars or francs on behalf 
of the Exchange Equalization Account, money 
supplies were thereby increased. The stagna- 
tion of our chief industries was reflected in the 
diminution apparent in the Bank’s Advances, 
which were down by £254 millions. This had 
occurred in spite of the fact that the Bank was 
a ready lender, for where a customer had fair 
prospects, and was “credit worthy,’’ the 
Bank was more than desirous of meeting his 
demands reasonably and liberally. In the 
circumstances he had described, they had 
been driven to employ more of their funds 
in the purchase of bills and in augmenting 
their holdings of gilt-edged securities. 


PROFIT AND DIVIDENDS 


The profit for the year 1932 was £1,495,171, 
compared with {1,601,822 for 1931—a 
decrease of £106,651, or 6-7 per cent. Con- 
sidering all things, it was the chairman’s 
opinion that the results were satisfactory, 
especially as the figures were arrived at after 
the Directors had appropriated to Contingent 
Fund a sum which in their view was entirely 
adequate to provide for Bad and Doubtful 
Debts for the year. The sum they had to deal 
with was £1,926,427, being profit for the year 
£1,495,171 and the balance brought forward 
£431,256. The Directors were unanimously of 
the opinion that this result justified the 
payment of the same dividends as last year, 
namely, for the full year 18 per cent. less tax 
on the partly-paid Shares, and 124 per cent. 
less tax on the fully-paid. 

The allocation to Officers Pension Fund was 
£200,000, and to Premises £100,000, which 
would enable them to alleviate the hitherto 
continually expanding item of Premises 
Account in the Balance Sheet. This had left 
a carry forward to 1933 of £460,984—a figure 
some £30,000 more than that brought in. 
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The Chairman remarked that 1933 held out 
in certain directions adverse prospects, the 
general effects of which could already be en- 
visaged. The conversion of the War Loan 
from an investment yielding 5 per cent. to one 
yielding 34 per cent. would make a serious 
inroad on the Bank’s income from that 
source, whilst, naturally, the yields from 
further investments purchased at present 
levels were a good deal lower than those to 
which they had been accustomed in past 
years. Last year, the Bank earned conversion 
commissions which would not recur in 1933, 
and other commission yields would be less; 
also very low discount rates ruled for the 
second half of 1932, averaging 16/11d. If 
similar conditions prevailed throughout this 
year, the {60/70 millions of bills discounted 
would make but a poor contribution to their 
income. Now, too, the full weight was being 
felt of the drop in lending percentage, which 
was gradual in 1932. On the other hand, he 
was unable to forecast any material decrease 
in the expense of operating their business. All 
these factors combined pointed with certainty 
to leaner times for undertakings such as their 
own, and without stressing these points 
unduly, he conceived it only right that he 
should put them before the Shareholders. 


THE ECONOMIC PROBLEM 


The Chairman then alluded to the changes 
in the economic and financial conditions since 
the time of the last Annual Meeting. By 
immense efforts, he said, not merely of the 
Government but of the nation as a whole, 
Great Britain had in her domestic sphere 
stemmed the tide which was threatening to 
overwhelm her, while over most of the world 
the unprecedented economic depression had 
continued to deepen. Much more remained to 
be done, for with vast unemployment continu- 
ing, with taxation still on a penal level, with 
confidence, which begets enterprise, still 
lacking, there was much in the situation at 
home to call for unremitting efforts on the 
part of those who guided our public affairs. 
Nevertheless the vital and most pressing issues 
were international in character. Our country, 
freed to some extent, from urgent home 
preoccupations, faced in 1933 the great task of 
making its contribution towards the solution 
of those issues, and in that solution lay the 
key to the cure of our own domestic 
discomforts. Having alluded at length to this 
country’s position as an international trader, 
the Chairman said it was difficult to see how 
recovery could come so long as all the 
abnormal obstructions to the natural course 
of international commerce remained un- 
removed, or so long as lack of international 
co-operation and the prevalence of instability 
prevented the revival of confidence, which 
was an essential precedent to economic 
revival. With regard to the Ottawa Con- 
ference, he said it was too early yet to estimate 
the value of the agreement reached there. 
The object of the Conference was to stimulate 


the volume of trade passing within the Em- 
pire, and there could be no doubt that some 
British industries would benefit in a marked 
degree from the preferences accorded to them 
in Dominion markets. The Chancellor of the 
Exchequer had recently expressed strong 
hopes that the advantages accruing would in 
the course of time become very substantial. 
But in so far as the Imperial trade agreements 
might divert British trade from foreign to 
Imperial channels, it was to be hoped that 
they would be supplemented by wider inter- 
national agreements, which would leave the 
way open for a recovery in the total volume of 
world commerce from its present shrunken 
level. Such a consummation would remove 
the danger that certain countries in which vast 
amounts of British capital had been invested 
might suffer through the diversion of trade, 
and would avert certain disadvantages 
perhaps not fully foreseen at the time of the 
Ottawa Conference. 


WAR DEBTS 


Proceeding, the Chairman referred at length 
to War Debts, urging that until these vast 
inter-governmental payments had been not 
only removed from the sphere of international 
politics but settled on a practical financial 
basis which precluded a recurrence of the 
grave disturbances they had hitherto caused, 
there was little hope of making headway 
towards clearing the path of other serious 
impediments which existed, such as high 
ordinary tariffs, a whole network of special 
prohibitive duties, quota schemes, schemes of 
import licences, and the severe restrictions by 
which in so many countries the use of foreign 
currencies was closely rationed. The erection 
of these obstructions to the passage of inter- 
national commerce was to no small extent 
responsible for the deepening of the world 
crisis. 

Having commented in detail on these 
impediments to trade, he referred to the home 
position, putting in a strong plea that 
manufacturers and traders should recognize 
that we were faced with very different 
circumstances from those which prevailed 
before the War. It was essential that we 
should utilize to the full any opportunities for 
new development which might be made 
available to us by scientific research. 
Alluding to the question of economy he asked 
whether the time perhaps had not come when, 
in suitable cases, some relaxation of economy 
might not be more beneficial in the long run 
than its strict maintenance—not indiscrim- 
inate spending, for such a plan would do far 
more harm than the indiscriminate economy 
which he called in question. 

Finally, the Chairman said that he had the 
firm faith that our characteristic steadfast- 
ness, courage, and endurance would carry us 
through the still difficult times to as creditable 
an issue as had ever been achieved in our past 
history. (Applause). 

The Report and Accounts were unanimously 
adopted and other formal business transacted. 
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Some New Westminster Branches 
By Professor C. H. Reilly 


HIS month there have been sent to me four solutions 

of the same problem by architects employed by 

the Westminster Bank, and by comparing them a 
good deal can be learnt. The problem is almost neces- 
sarily, these days, that of the small one-storied branch 
bank, for little else seems to be building at the present 
time. Perhaps it is that the saturation point for the 
larger banks in the more populous centres has been 
reached, and only the smaller centres demanding smaller 
branches are left. If so, one can well imagine it, so active 
have the big banks been during the last ten years with 
their building programmes. 

The four small branches selected are not only lock-up 
branches of one storey with no accommodation for a 
resident manager, but all are brick structures with what 
is somewhat unfortunately called “stone dressings.’’ 
This means that brick is used for the main walling, but 
that special portions, generally including the moulded parts, 
are in stone. Now this combination of brick and stone 
is not an easy one to accomplish satisfactorily. Even 
Wren, who was a great expert at it, had some comparative 
failures, such as his main garden-front to Hampton 
Court Palace. It will be remembered how he has there, 
in a long flat facade, a centre portion completely in stone 
with the remainder on either side in brick, but with stone 
introduced as quoins at the ends of the facade and 
finishings to the windows. The result is patchy, a mass 
of white with masses of red on either side of it. In the 
Fountain Court, on the other hand, the red and white 
of the two materials are much more successfully blended. 
But, perhaps, the best example of his successful use ot 
the two materials is his beautiful church of St. Benet in 
Queen Victoria Street in the City of London. There the 
red of the brick is by far the dominant colour, the white 
of the stone only appearing in small quantities to relieve 
it. This seems the right method, the more precious 
material being the more sparsely used and for those 
parts, such as cornices and other moulded portions where 
larger pieces than a brick can stretch are required and on 
which more labour has to be expended. 
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If we now look at the illustrations of the four little 
banks in turn we can note how the architects have 
attacked this problem, in addition to the main one, of 
how to make a small building of this kind dignified and 
appropriate without being vulgar. Our first example is 
that at Newton Heath, Manchester, the architects being 
Messrs. Potts & Hennings. Obviously, from the photo- 
graph, this bank is in some desperate neighbourhood of 
bad, decaying buildings and vulgar advertisements, 
which ought to be swept away as a whole. The West- 
minster Bank has done its best. It has cleared a large 





1 ychitects _Potts & Henning 


BRANCH AT NEWTON HEATH, MANCHESTER 


corner site more in area obviously than it needed. Its 
new bank therefore stands out isolated from its dirty 
neighbours and looks all the more clean and elegant in 
contrast. Here, it will be seen, the architects have done 
as Wren did at Hampton Court and have made a centre 
feature entirely in stone, the feature in this case being 
the difficult canted corner between the two flanks. As 
at Hampton Court, too, it seems to me the blend of the 
two materials is not quite satisfactory. ‘‘ Blend”’ is 
really the wrong word. The materials are not blended 
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here. The brick, the less precious material, is set within 
a framework of the more precious stone. It is made 
very clean and tidy brickwork with regular white joints 
so as to reach as nearly as possible the quality of the 
smooth stonework, but unless the bricks are soft bricks 
set with an almost invisible putty joint and can be 
rubbed down like stone, a method of using bricks in 
conjunction with rubbed stone Wren was very fond of— 
the entrance to the Middle Temple in Fleet Street is a 
fine example—the two materials do not really approach 
one another or, at any rate, not until time has altered the 
surface of both. I think it is this framing of the two 
materials together without really blending them which 
gives this little bank, in spite of its very refined and 
carefully-drawn detail, rather a doll’s-house appearance. 
It does not look quite a real building, especially in its 
rough-and-tumble surroundings. Apart from this, the 
bank is a neat and tidy little building, almost too much 
so, on which a good deal of thought has obviously been 
expended. The introduction of the shield of arms in its 
square sunk panel over the door was a happy idea, and 
the difficult problem of the roof, which the canted corner 
always involves, has been solved as well as possible. 

The ¢ ;illingham Branch in Kent on the Watling Street, 
by Mr. W. B. Sinclair, forms a very interesting contrast 
to the bank we have just been considering. First, the 
architect has not been faced with the difficulty of a 
canted corner entrance, so that his building can stand 
foursquare in a dignified manner instead of trying to 
face all ways. Incidentally, too, it can be better planned 
inside, as no doubt it is. But the chief contrast I wish 
to draw is in the use of the stone with the brickwork. 
Mr. Sinclair has rightly determined, I think, that the 
brick ought to be the dominant material, and has not 
left the question in any doubt, as did the architects of the 
Newton Heath Branch. The Gillingham Branch is 
predominantly a brick building, and a very clever one. 
The architect has shown what can be done with brick- 
work and has only resorted to stone for an occasional 
emphasis. He has shown that brickwork itself can be 
made, as Wren often made it, to afford the necessary 
contrasts. He has, for instance, admirably contrasted 
the rich grooved brickwork with its grooved pilasters 
and flat arches of the lower portion of his building with 
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the plain upper part, the raised central window on each 
facade running through the two sections and making the 
division between them not too harsh. Stone has only 
been introduced as a very subsidiary material lightening 
the recesses of the windows and panels and to form a 
backing to the name “ Westminster Bank ”’ in the small 
gables. The result is a strong masculine building with 
no obvious prettiness about it, but with a great deal of 
excellent character. Indeed, this seems to me not only one 
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BRANCH AT GILLINGHAM ON WATLING STREET 


of the very best of the hundreds of one-storey banks which 
have come my way, but one of the most original, and | 
heartily congratulate the architect and the bank upon it. 

The Hillside Branch, Birkdale, by Mr. A. Schofield, 
is a neat, tidy and straightforward design, but of a much 
more obvious kind. Here, again, the architect has not 
been troubled with a corner entrance and has been able 
to produce a rectangular building with a straightforward 
roof—in this case a little too hard and uncompromising 
a roof. This is probably due to its excessive overhang 
and to the fact that this overhang has been treated with 
freize and architrave below it as if it were a classical 
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cornice. The stone in this bank is kept strictly to certain 
features, such as this freize and cornice and the main 
door, and can hardly be said to be blended with the 
brickwork, so that the result is at present a little harsh. 
No doubt age will soften the contrast as well as the 
meticulous brick jointing, especially of the moulded 
bricks round the windows. It may be it is the clean-cut, 
uncompromising red and white look of this little building 
which gives it a rather harsh, efficient air. It suggests to 
me a place for paying one’s water rate rather than 





1rchitect 1. Schofield 
BRANCH AT HILLSIDE, BIRKDALE 


depositing one’s savings or where one could have a 
friendly chat about one’s overdraft with the manager 
The Tilbury Docks Branch is more uncompromising 
still. Here no attempt at all, save the three hard little 
key stones to the windows, has been made to blend the 
two materials together. The stone—artificial stone I am 
afraid in this case from the look of the joints—is used in 
strong horizontal layers. The result of this and of the 
hard drawing of the windows, is no doubt a strong little 
building , but hardly an inviting one. If one reme ‘mbers it 
rightly, Tilbury Docks, except for Sir Edwin Cooper’s fine 
Customs House and SirC hristopher Wren’s fine Fort, enough 
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between though to call forth the best effort of any archi- 
tect working there, is not a very inviting neighbourhood. 
As a contrast to these four little banks in two materials 
let us take this one at Tiverton in one material—and that 
stone. The architects are Messrs. Samson & Colthurst. 
One sees at once how much easier it is to make a success 
of a single material. One might find certain things to 
criticize in this building, such as the way the lower 
cornice emphasized with blocks under it, cuts the build- 
ing into halves, though it would be rather unfair to do 
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1ychitect} G. Whittake: 
BRANCH AT TILBURY DOCKS 
this without seeing its setting. It is possible that the 
little country town High Street, in which it seems to be 
built, with its ground-floor shops and bedrooms over, 
calls for this arrangement and to make a single mass of 
the building might be to throw it out of scale with its 
surroundings. Granted this, we can see that the bank 
proper is nicely detailed and with a certain feeling for 
delicacy. The large windows, for instance, have had 
their panes reduced by marginal bars, the columns are 
well drawn, and so is the door- head. The upper part, 
too, while it is rightly kept in a lower key so as not to 
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compete with the more important ground storey, is not 
without refinement, witness the delicate recessed freize 
and architrave surfaces under the cornice. A very good 
feature giving strength to the building, as seen up the 
street, is the blank return of the upper storey, yet once 
ain the architects show their sense of refinement in 


agi 


Samson & Colthurst 
THE TIVERTON BRANCH 

the dummy window they have here formed after the 
eighteenth-century manner, so that this piece of blank 
walling should not seem clumsy and out of scale. Such 
things show thought and feeling and are to be welcomed 
in these days when so many new buildings, even new 
banks, show so little of either. 








